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Use of Costs in Making Competitive Rates 


By Wiru1am B. SaunpErs 


Transportation Consultant 
Washington, D. C. 


The past few years have witnessed the growth of a competitive 
spirit and competitive pricing as between trucks and railroads. This 
growth has come as a delayed reaction to a change in the basic economics 
of transportation. It needs no extensive discussion to suggest the con- 
clusion that price determination, or rate-making, in transportation as 
in any other industry must take into account the laws of supply and 
demand. Further it needs only to be mentioned that conditions today 
differ from those at the turn of the century, insofar as transportation is 
concerned, as a result of (1) a different type of supply, with a highway 
truck available to substitute for a rail car, and (2) a different type 
of demand, with a truck rate available to substitute for a rail rate. 
The rules of the game—economically speaking—are the same now as 
they were then, but the players are different and new variables have 
been added. 

The typical situation today is one in which the trucks have been 
handling an increasing share of the available traffic in a particular 
commodity and the rails have suddenly decided to go after this traffic 
with a view to either retaining what is left or recapturing what has been 
lost. The problems are serious from the standpoint of regulatory policy 
and from the standpoint of long-term carrier growth and well being. 
To deal realistically with the problems involved, however, the first 
approach should be to examine the economic forces at work and to con- 
sider their significance. With this as a background it is then possible 
to review the regulatory policies and procedures which, after all, are 
merely a substitute for the economics of the market place in arriving at 
ultimate distributions of traffic among the carriers. The question 
ultimately is whether the decisions made by regulatory bodies conform 
with what would result from the free play of competition and, if the 
results are different, whether such differences are desirable or necessary 
in the public interest. 

It would take much more than a single article to provide even 
tentative answers to all of the problems involved in this field. Conse- 
quently all we can do here is to describe some of the basic management 
issues and to point out some definite caveats which apply in most 
situations. This is written as though there were no regulation in order 
that the principles may be highlighted. 


I. Economic Strategy 


Before going into the problem, it is worth considering what the 
basic strategic principles are. 

It was pointed out previously that the rules of the game now are 
the same as they were before but that the players are different. Strate- 
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gically, in business as in poker, this is important because different 
capabilities and characteristics of the players demand a different style 
of optimum play if each is to maintain his position in the game. For 
effective play the railroad management must assume that the truck 
management knows just as much about rail costs and truck costs as does 
the railroad management. If it develops that either management does 
not know the rules and the optimum method of play he is sure to be 
found out and to lose. The object of each player is a plan of action 
which succeeds no matter what action the other player chooses. An 
example of this principle is pointed out in John McDonald’s book 
‘*Strategy in Poker, Business and War.’’ Sherlock Holmes is pursued 
by his murderous enemy, Professor Moriarty. If they meet it is ex- 
pected that Moriarty will kill Holmes. As Holmes boards the train 
for Dover he sees Moriarty and Moriarty sees him, but Moriarty is left 
behind to take the next train. They both know that the train makes 
one stop between London and Dover. Holmes’ problem is whether to get 
off or go to Dover. Holmes is sure that Moriarty will go to Dover because 
if Moriarty gets off while Holmes goes to Dover, Holmes is forever lost 
to him. However, if Holmes gets off and Moriarty doesn’t, Moriarty 
is still in a position to continue the chase. Naturally, Holmes gets off 
and Moriarty goes to Dover. Effective long-run play of the game 
requires recognition of these principles, the aim of which is to maximize 
the chance of gain or minimize the chance of loss. 

Now let us look at the problem from the standpoint of two scientific 
managements: (1) an intelligent trucking operator in common carrier 
service, handling a number of general commodities in truckload and 
LTL quantities; (2) a railroad with an alert management and a traffic 
department which knows its present, past and potential traffic. It is 
to be assumed that both the trucking and the rail managements have 
the common objective of maximizing their net income from operations. 
Perhaps it should be said that the assumption here is that both manage- 
ments want to maximize their long run income from operations because 
short run demands might be inconsistent with long run benefits. In 
any event, it is assumed that managements are looking to the future 
with a view to maximizing the aggregate yield to stockholders. 

Taking the hypothetical situation one step further, it appears that 
there is a truckload movement of one commodity which has been shifting 
away from the railroad to the truck over the past five years. Let us 
assume further that the diversion from rail took place initially with 
the truck rates somewhat lower than the rail rates but that at the present 
time the rail rates are the same as the truck rates. 

The rail management now must ask itself at least these three ques- 


tions: (1) can it cut rates; (2) should it cut rates; and (3) if so, 
how far. 


Il. Look for the Net 


The first approach is to make at least some kind of a cost study 
to determine what the present rail costs may be for handling this par- 
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ticular commodity. Let us assume that this indicates that the present 
rates are well above the costs—on any basis of computation. The next 
question is whether the rates should be cut. In order to answer this 
question we have to go back to the primary test for management— 
how will income be affected by any decision it makes? 

Fundamentally this means that management has to look at its 
present total revenue, its present total expense and its present net and 
to consider whether that net would be raised or lowered by a change in 
rate policy in connection with this one commodity. It is obvious that 
a change in rate policy will have an effect on at least two of the elements 
in the equation. If the rates are cut on this commodity and volume 
remains the same, obviously total revenue will be reduced. If volume 
remains the same, expenses will remain unchanged and net will be 
reduced. At first glance, a rate cut seems unsound because net is reduced 
from present levels. But this ignores the fact that rates are made today 
to move traffic tomorrow. The management should ask itself what the 
traffic volume would be over the next five years if it did not change 
its rates and consequently what its net railway operating income would 
be. This involves an answer to the question of whether the diversion 
which has existed in the past will continue in the future. Assuming 
that management finds that the diversion will continue, it has yet 
another question to consider. With present rates and reduced volume, 
revenue and expenses will both be reduced. What happens to net rail- 
way operating income in this situation? The answer depends on the 
extent to which the expenses are variable with traffic—in other words 
the answer depends on the out-of-pocket percentage involved in the 
operation. So long as there are any constant costs at all, maintenance 
of the present rates with, for example, a decline in traffic volume of ten 
per cent, means a reduction in revenue of ten per cent, a reduction 
in expenses of less than ten per cent and consequently a reduction in net 
railway operating income. 

Thus railroad management must consider where it will be over a 
future reasonable period if it does not cut rates and compare that with 
its best judgment on where it will be if it does cut rates. In the first 
instance, we assumed that the cut in rates would not increase traffic 
volume from its present level, but, of course, looking to the future, 
even the maintenance of the present traffic volume may be an advantage 
since the present level may be greater than the management would expect 
to have in the future if it did not cut rates. 

Lest this appear over-simplified, attention should also be directed 
to the fact that no management can afford to look at the results for any 
single commodity by itself. Obviously consideration should be given to 
the effect of rate reductions on one commodity as they may extend ripple- 
like to other related commodities. And obviously, the answer to the 
question depends on the circumstances in the individual case. The 
intent here is merely to point out basic economic factors which must be 
considered in arriving at an ultimate judgment. That managerial 
judgment is the key to the problem must be clear because the rates, 
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to be significant, must look to the future and because only judgment 
can provide an answer for the uncharted future. Strategically, man- 
agement must take a calculated risk in any rate action—or indeed, 
inaction. 

lll. Maximize the Net 


At least one fundamental conclusion must emerge from this analysis: 
to be sure of maximizing net railway operating income, the railroad 
management should know (a) the out-of-pocket cost of handling each 
component of traffic, (b) the effect of rates on traffic movement, and 
(c) how to evaluate the effect in terms of aggregate contribution to net. 
And, it should be remembered that the same rule applies to motor carrier 
management. A corollary is that any revenue above out-of-pocket 
expense produces a net which is greater than it would be if the traffic 
were not handled at all. This is an extremely important conclusion. 

A further corollary is that, in many situations, cutting the rate 
on one commodity may help to keep down the rates on other commodities. 
This is illustrated in Table 1 for a company manufacturing two products 
or a railroad transporting two commodities—where the conditions of 
demand are different and where constant costs are an important part 
of the total. 

Table | 


Example of Out-of-Pocket Theory 
Effect on Price (Rate) and Profit Levels 


The Any Company, Inc. has two products with different demand 
characteristics or different competitive circumstances or different value 
of service features : 


Product Product Total 
A B Company 

Present Output—units 500 500 1,000 
Out-of-Pocket Cost—total $500.00 $500.00 $1,000.00 
Constant Cost — — $1,000.00 
Total Cost — a $2,000.00 
Present Price $1.10 $3.00 
Present Revenue $550.00 $1,500.00 $2,050.00 
Net Profit — — $50.00 
If market for A is lost: 
Future Output—units = 500 500 
Out-of-Pocket Cost ~- $500.00 $500.00 
Constant Cost — — $1,000.00 
Total Future Cost — — $1,500.00 
Total Future Revenue — $1,500.00 $1,500.00 
Net Profit a — 0.00 
To Produce the Same Total Profit 
As Before: 
Added Revenue Necessary — $50.00 $50.00 


Increased Price per Unit 
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In the example, the company makes a very small profit on Product 
A and a large profit on Product B—relative to out-of-pocket cost. The 
final net of the company is $50, after meeting all constant costs. If 
the company decides to give up the low-profit Product A, it actually 
reduces—in this example, eliminates—its overall profit. To yield the 
same profit as before on its total operations, it would have to raise the 
price of Product B. Thus, the buyer of Product B is really better off 
if the company continues to handle the low profit item, Product A, than 
he would be if the company abandoned the item altogether. 

The fact that a railroad is better off to handle traffic at slightly 
above out-of-pocket cost than it would be if it did not handle the traffic 
at all does not mean that reducing the rates to the out-of-pocket level 
is the right thing to do from the standpoint of maximizing net railway 
operating income. In other words the net might be still greater if the 
rates were well above out-of-pocket cost. In economic terms this comes 
down to an examination of the ‘‘elasticity of demand”’ for rail service 
for the particular commodity. The question for management is: how 
much more will net be if rates are 10% above out-of-pocket—20% 
above out-of-pocket—30% above out-of-pocket, etc.,—taking into account 
the effect that these different rate levels will have on the volume of 
traffic which will be offered at these different rates or prices for the 
service ? 

To recapitulate the situation up to this point, the railroad knows 
that it would be better off by cutting its rates almost to the out-of-pocket 
level than it would be to lose the traffic altogether. In the example here, 
we are necessarily assuming that the only revenue reduction will be 
that incurred on this particular commodity and that there are no 
ancillary results affecting revenue on other traffic. With these assump- 
tions we have answers to our first two questions—the railroad can and 
should cut its rates. The basic question remaining therefore is how 
far to cut. At this point we have to look at some relative numbers. 


IV. Competitive vs. Comparative Costs 


In the first place we start with the assumption that no company 
is going to cut its rates or prices any lower than necessary to achieve its 
objective of maximizing its net income. Simply stated, this means that 
no management will cut prices below the point to which it must go 
because of competition. What is this point? Certainly one clear-cut test 
is the extent to which the competitor can cut his prices and the test 
of this is the corresponding out-of-pocket cost for the competitor. 

In our specific situation in which truck and rail operations are 
involved, we come up against a technical problem in that there are two 
different types of operations whose costs must be compared. Typically 
the procedure is to divide the total operating expenses of the motor 
carrier among various functions and to construct a cost scale on this 
basis. These costs are then compared with railroad out-of-pocket costs. 
But usually, these railroad costs are predicated on 80% of the total 
operating expenses, rents and taxes, and an allowance for interest on 
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investment in road and equipment. Obviously, however, these out- 
of-pocket costs are predicated on a quite different concept from those 
shown for the motor carrier. The results are not comparable and any 
management which relies on such comparison would simply be comparing 
unlike things and perhaps arriving at incorrect conclusions in assessing 
its competitive situation. 

It is worth noting that this element of return on investment may 
be computed before or after income taxes. In other words the out-of- 
pocket cost for the railroad may include a revenue requirement adequate 
to permit the payment of income taxes and still yield a specified net 
return on investment. Such costs cannot be compared with truck figures 
which make no allowance for income taxes or revenue needs. This is 
but one type of problem involved in making the comparison—and we 
will return to it later. 

Another problem is perhaps even more fundamental because of the 
inherent difficulty of comparing unlike operations and unlike character- 
istics. The key to truck operation is its flexibility. A truckload 
shipment can move from one shipper to one consignee by itself and 
without regard to any other circumstances or conditions of traffic flow. 
It moves by truck at a load per vehicle of somewhere between 20,000 
and 30,000 pounds in the typical case. On the other hand a carload 
movement by rail is not an individual unit. Trains are not run for one 
car from one shipper to one consignee. Rail service is predicated on 
mass movements between a series of pairs of points. That is to say, a 
railroad operates by moving a large number of cars at one time between 
a pair of terminals. A particular car from one shipper to one consignee 
may move in three trains with as many crews between three sets of 
terminals at each of which the car may be switched or moved several 
times, when the same commodity by motor carrier moves in one vehicle 
with one crew directly from a specific loading point to a specific unload- 
ing point. The railroad functions by handling large tonnages at one 
time in a train—the unit of movement—whereas the motor carrier 
functions by handling relatively small tonnages at one time in the unit 
of movement—the trailer. A further corollary of this is that not only 
is the train designed to handle large tonnages but the car in the train 
is also designed to handle large tonnages. As a result we immediately 
come face to face with the problem of how to compare the relevant costs 
of the two operations. 

Assume the particular commodity involved in our example has 
characteristics which result in a full loading by truck of 20,000 pounds. 
This commodity can be loaded in a box car to 20,000 pounds, or 40,000 
pounds, or 60,000 pounds. While this exaggerates the situation, it is 
done deliberately so that the principles will be clearly shown. If we 
compare the cost of handling 20,000 pounds by truck with the cost 
of handling 20,000 pounds by rail, what conclusion is to be derived from 
the showing? The railroad provided a big car which can handle 60,000 
pounds; to handle 20,000 pounds is to waste capacity and this results in 
relatively high unit costs. 
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V. Which Out-of-Pocket Costs? 


Chart 1 shows some approximate relationships of truck and rail 
costs as they are customarily presented. The truck costs represent truck 
averages based on total operating expenses while the rail costs are 
predicated on factors used by the Cost Section of the I.C.C_—80% of 
the operating expenses, rents, and taxes, plus a 4% return on invest- 
ment in 100% of the equipment and 50% of the road. Attention is 
directed to the fact that I have not used actual figures. This is done 
intentionally because the important thing to consider here is the principle 
involved in a competitive situation rather than the particular figures. 
Obviously the figures would vary depending on the actual circumstances 
in a particular case. The numbers shown on the chart merely give an 
indication of relativity. 

Compare a 10-ton load by truck with a 10-ton load by rail. At the 
terminal point the cost by rail is perhaps 50% greater per 100 pounds 
than the cost by truck. It is not long, however, before the truck costs 
overtake the rail costs for the same 10-ton load. What happens is that 
the cost progression by truck is much faster than the cost progression 
by rail. It soon becomes evident that beyond a certain distance (and 
the distance varies with the circumstances in the particular case) the 
truck costs even on the basis of the artificial comparison shown in Chart 
1 are considerably higher than the out-of-pocket rail costs. The truck 
cost for the longest distance is about 10 times as much as the terminal 
cost. The rail cost for the same load is about 5.5 times as much at 
the longest distance as it is at the terminal. 

We have pointed out, however, that one difficulty with this compari- 
son is the comparison of unlike loads. If the shipper wants to move 20 
tons, he has two choices. Bearing in mind the earlier assumption that 
this commodity loads a truck full at 20,000 pounds, the shipper has the 
choice between loading two trailers with a total of 40,000 pounds or one 
freight car with 40,000 pounds. The effect of this type of comparison 
is also indicated on Chart 1—still using cost figures which are not 
appropriately related to one another. 

In effect, the railroad management would consider that a 40,000 
pound shipment by truck would cost the same amount per 100 pounds 
as a 20,000 pound shipment by truck—per 100 pounds. On the other 
hand, by rail, the same car would be used but would be loaded more 
heavily and as a result the cost per 100 pounds would decrease sharply 
—almost 50% in the short hauls and in fact to a point below the truck 
cost. Similarly if the commodity can be loaded to 60,000 pounds, the 
railroad management knows that the truck cost is still the same since 
the 60,000 pound movement would merely represent three truck loads, 
each at 20,000 pounds, whereas the rail cost would be predicated on the 
same car loaded three times as heavy. In short, the railroad must 
consider what the truck does, what it (the railroad) now does, and 
what it can do in the way of loading in order to arrive at a reasonable 
cost yardstick. 
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Still we are not comparing like things because of the difference in 
the cost components used in Chart 1. Chart 2 shows what happens 
when we construct other out-of-pocket costs on a reasonably comparable 
basis. The truck costs in Chart 2 are predicated on the assumption 
that 90% of the truck operating expenses are variable with traffic. 
These figures are merely 90% of those in Chart 1. The difference be- 
tween Chart 1 and Chart 2 insofar as rail costs are concerned is that 
Chart 2 excludes any allowance for return on investment. This makes 
the cost elements for the rail scale comparable with those in the truck 
scale. 

Now if we compare the truck costs for the 10 tons with the rail 
eosts for 10 tons—both on an out-of-pocket basis and both confined to 
operating expenses, rents, and taxes—we find that at the terminal the 
rail cost is some 70% higher than the truck cost. 

Another point to note is that the rate of progression in Chart 1 
and Chart 2 is about the same. The cost for the truck load movement 
for the longest distance is slightly over ten times as great as the terminal 
eost in both Charts. The rail cost for a 10 ton load on both Chart 1 
and Chart 2 at the longest distance was about 5.5 times as much as the 
cost at the terminal. It is also important to note that the progression 
for a 30 ton load by rail is somewhat faster than that of a 10 ton load 
by rail on either Chart 1 or Chart 2. 

There is another way of pointing out the difference between Chart 
1 and Chart 2. The ‘‘correct’’ comparison of out-of-pocket costs is on 
Chart 2. At all distances the truck costs on Chart 2 are 90% of the 
truck costs on Chart 1. On the other hand the rail costs on Chart 2 
happen to be 88% of the rail costs on Chart 1. The rail percentage 
would vary depending on the particular railroads involved. If Chart 1 
is used as a point of departure, there is a possible ‘‘error’’ of 10-12% 
in the final rate conclusion. 

Looking at Chart 2 as the more accurate comparison, consider how 
the management of the railroad may be expected to function from a truly 
economic standpoint. 

In the first place, of course, we must assume that the management 
is not going to draw a simple cost scale of the type shown on Chart 2. 
This is because, in the final analysis, the management knows that there 
is a movement of this commodity between a certain number of principal 
points which really determine the characteristics of the rate structure 
required. For these points, it has a series of at least ‘‘notions’’ about 
costs in terms of movements over its own and competing rail lines as 
well as in terms of movements over competing truck lines. That is to 
say, it will not construct a cost scale in which a short line rate making 
distance is increased by 13% at all distances to reflect circuity. Instead 
it will consider the actual distance which the traffic would move by 
rail and the actual distance the traffic would move by truck between each 
pair of points. In one case the rail distance might be the same as the 
truck distance, whereas in another instance the truck distance might be 
10% or 15% higher than the actual rail distance. The management 
would also take into account the extent to which the truck load movement 








282 I. C. C. PRACTITIONERS’ JOURNAL 





would involve any interchange costs in the normal course of events. 
It would not use an average amount of interchange as is the case in this 
scale. Similarly the management would consider whether the normal 
operation in this area would result in any empty mileage or in a 
different-than-average return load for both the truck and the rail opera- 
tion. It would not use a general average of the type reflected in these 
charts when the specific situation called for specific facts. 

The plotting of points on a sheet of graph paper would be based 
on actual factors rather than the simple scale used here for illustration. 

In any event, suppose our rail management finds that the principal 
tonnage moves over distance level 4 at which point it knows that the 
truck out-of-pocket cost is 2.8 and its own cost for a lightly loaded 
ear is 2.5. 

In addition to the known costs at distance 4, let us assume that 
the present rate by truck is at cost level 4. The railroad has been losing 
traffic at a parity of rates with the truck. Shall it go immediately down 
to slightly above its own out-of-pocket level for 10 tons? Shall it move 
down gradually, exploring the situation as it goes, or should it even 
consider going to its own out-of-pocket cost level? 


VI. Rail Proposal—Phase | 


At this point we have to take a look at the position of the truck 
management. The railroad must assume that, in the long run, the truck 
management will know at least as much about its truck costs as the 
railroad does. The assumption that the truck management is equally 
intelligent is an essential to a sound long-run solution of the competitive 
situation. This is a matter of basic strategy in poker as well as in 
business. We must assume that everybody playing the game continu- 
ously will know the rules because one who does not know the rules 
will be found out and is sure to lose or be forced to drop out of the game. 

In this situation railroad management can be sure that the truck 
management, although anxious to retain the business, cannot reduce 
rates below its own out-of-pocket costs. As a result at distance 4, the 
railroad need have no concern at all about whether it should drop its 
rates down to 2.5. As a minimum, it need consider going only to 2.8— 
that is, insofar as it is concerned over what the truck management will 
do. Before entering into a full discussion of what the truck manage- 
ment will do, certain other features must be explored. At this point 
it is sufficient to indicate that truck management will certainly not go 
below its out-of-pocket cost and at distance 4 this is comfortably above the 
rail out-of-pocket cost for the same load. 

Chart 2 also shows that if the railroad has to, it can go far below 
the truck costs by setting up some sort of incentive rate system for 
heavier loading than can be achieved by the truck lines. Its costs on 
heavier loads are well below the truck costs at any distance. This does 
not mean, of course, that the railroad has an automatic advantage by 
setting up an incentive rate system. An incentive rate system necessarily 
implies reduced revenue per 100 pounds for each added increment of 
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traffic. The railroad may be able to retain or recapture the traffic without 
an incentive rate system. It would be bad management to institute 
such a plan merely because costs permitted it when the competitive 
situation did not require it. It is interesting in the example here used 
that a present rate of 4 at distance 4 could be cut to a level of almost 
1 by providing for an average load of 30 tons rather than 10 tons per 
car. In any event this is the absolute floor on rates at distance 4, 
ignoring, of course, any allowance for return on investment. 

What is the ceiling on rates at this distance? From a strict economic 
point of view, the answer is to let the ceiling be determined by the law 
of supply and demand. More specifically this means that the rate 
level cannot ever go higher than what the traffic will bear. Still more 
specifically this means that at a rate of 7, for example, with the out-of- 
pocket costs as indicated, it is certain that the truck management will 
enter the picture and obtain at least a share of the traffic at rates 
somewhat below 7 and that if the truck management does set a rate 
somewhat below 7 it can easily make enough money to stay in business. 
Thus the ability of the common carrier truck to compete for the traffic 
represents one ceiling on what the traffic will bear. 


Vil. The Shipper—A Third Force 


However, there is another ceiling on what the traffic will bear at 
distance 4. For a great many movements the ultimate ceiling is the 
approach to the ‘‘point of indifference’’ for the third party to this 
picture—the shipper. Thus far we have merely considered him someone 
who buys a product from one or another supplier—that is, he buys 
a certain number of ton miles from a truck line or from a railroad. 
Actually he is more than a buyer. There comes a point at which he may 
also be a supplier himself. Thus there is a ceiling on what the traffic 
will bear in terms of what the shipper himself may be willing to spend 
in order to provide the service directly without the use of either the 
common carrier truck line or the railroad. This shipper variable is 
quite important in setting an upper limit to the rate level because for 
any given commodity the managements of different companies have 
different ideas about the point at which they are willing to go into 
the transportation business themselves—as a matter of policy and also 
because the real economics of private operation at various distances 
may be different from that of the common carrier at the same distance. 
Naturally this is a subject about which generalizations cannot be made 
readily. The point is, however, that for certain distances, the distribu- 
tion pattern for a particular industry may be such as to produce rela- 
tively favorable round-trip costs whereas at other distances the industry 
would have such imbalance in its operation that its costs would be far 
higher than those of the common carrier performing the same service. 
Thus the general conclusion to be drawn is that the upper levels of rates 
need not at all be a certain fixed percentage above the truck costs at all 
distances. For many movements, the opportunity to substitute private 
transportation may be greater in the short hauls than in the long hauls. 
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This would make the upper limit on rates relatively lower in the short 
hauls than in the long hauls—expressed as a percentage of the common 
carrier truck costs. 

It may be observed parenthetically here that the contract carrier 
is also an important factor in some situations. No separate discussion 
seems necessary because the principles applicable to common and private 
carriers also apply to the contract carrier. 

At distance 4, for example, where our railroad management may 
have wished to set a rate of 7 in terms of what it thought the traffic 
would bear, the traffic pattern and conditions may be such that at any 
rate above cost level 4 the shipper would find it to his advantage to put 
on his own vehicles and eliminate both the for-hire trucker and the 
railroad. Thus a rate of 7 would turn out to be higher than what the 
traffic would bear, or greater than the real value to the shipper of 
purchasing his ton-miles instead of producing them himself. 

The shipper has another important role to play in this picture which 
has not yet been discussed and which must be discussed before a final 
solution can be developed. This is the fact that the shipper, in the final 
analysis, is not really buying ton miles—he is buying distribution. The 
shipper is concerned with the final total cost of getting his goods from a 
factory to a point of use or sale. This means that he is concerned with 
all of the handling in his plant as well as the money spent in freight 
charges, warehousing, inventory control, or other services with which the 
railroad management or the truck line are not directly concerned and 
hence may be inclined to forget. 

The intelligent shipper takes into account the cost of loading a 
trailer versus loading a box car—in terms of cents per 100 pounds. He 
takes into account the extent to which packaging requirements by rail 
and truck may be different and result in different costs to him. He 
considers whether intra-plant materials handling procedures will be 
helped or hindered. He considers the feasibility and cost of making up a 
mixed load from more than one building in the plant area. He considers 
the aggregate effect of small versus large sales units on his inventory 
and overall selling costs. These are specific tangible costs which the 
shipper can measure. In addition, there are some other costs which he 
must take into account at least in the long run. For example, speed 
and dependability of delivery are factors which ultimately affect the net 
income of the shipper. This is because the ability to supply goods to the 
customer in the manner and at the times which are called for by the 
customer is an element which affects one shipper’s ability to compete 
with another shipper selling a similar product and, to this extent, has 
an effect on the particular shipper’s revenue and net. 

Thus there is an additional element to be weighed in this three- 
pronged situation. Not only is there rail out-of-pocket cost and the 
truck out-of-pocket cost as a floor on the possible rates, but there is also 
the question of whether a differential must exist between truck and rail 
rates—to the extent that the shipper makes the final selection in terms 
of his own total cost rather than in terms of the truck and rail cost. 
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There may not be a differential in total cost to the shipper or he may 
not recognize it. If so, neither carrier has a problem in the short run. 
But if it exists and is not recognized, sooner or later the carriers will 
have to meet the problem because shippers must face economic laws 
just as the carriers do. 

To recapitulate once more, at distance 4 the present rate is 4 and 
we have pretty good reason to believe that the shipper’s judgment about 
going to his own private transportation is leaning toward a rate level 
of 3.5—i.e., the shipper has come to the conclusion that a rate of 3.5 
for purchased transportation would justify his putting on his own 
transportation. At distance 4, therefore, rail management has a definite 
ceiling of 3.4 in its proposed rate level because if it goes above this 
figure, private competition will enter the picture. 

But if the railroad makes a rate of 3.4, the common carrier truck 
line can come in at that rate or even a slightly lower rate and still be 
obtaining considerably more than its out-of-pocket costs. Let us suppose 
that under the circumstances involved in this commodity at this distance 
there is a cost differential of .—i.e., the rail rate must be .4 below 
the truck rate in order for the shipper to find it a matter of indifference 
or in order to find it desirable to use rail service in lieu of truck. The 
shipper-imposed ceiling on rates of 3.4 is also a ceiling on the common 
carrier truck rates. For the railroad to get the business, the differential 
requirement is such that the maximum rail rate must be 3.0 if the 
maximum truck rate is 3.4. 

At a rate of 3.0 at distance 4, the railroad is still earning a sub- 
stantial proportion above its pure out-of-pocket costs while the truck line 
would be earning only a slight amount but nevertheless would be obtain- 
ing revenue above out-of-pocket. In view of this does the railroad 
have to consider going somewhat lower—down to the truck out-of- 
pocket costs as an absolute minimum, or perhaps down to a point which 
is .4 below the truck out-of-pocket cost in view of the fact that this 
differential requirement in relative rates exists? This boils down to 
whether the truckline will cut rates to its own out-of-pocket level. 

The answer depends on a number of factors such as the relative 
importance of the particular movement in the motor carrier’s total 
operation and his ability to absorb the constant costs by profits on some 
other traffic. This leads to a consideration of the meaning of fully 
distributed costs. 


Vill. Which Fully Distributed Costs? 


The fully distributed costs are simply a statistical apportionment 
of a pool of dollars which cannot be associated with specific traffic. 
In other words it is the money left over after accounting for those 
expenses which are variable with traffic. Since these leftover dollars 
cannot be associated with particular traffic they must be accounted for 
on some arbitrary basis. In the example used for motor carrier costs 
we have taken a factor of 90% as the out-of-pocket proportion. This 
means that the remaining 10% of operating expenses are the constant 
costs. Typically, in motor carrier cost finding, these constant costs 
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are apportioned on a percentage basis. That is to say, the remaining 
10% would be charged against traffic by adding a constant percentage 
to the out-of-pocket costs computed for each particular element of 
traffic. 

In the case of rail costs, the factor used here to reflect variability 
of expenses is 80%—a factor developed by the Cost Section of the 
Interstate Commerce Commission. The remaining 20% is apportioned 
on a ton and ton-mile basis. That is to say the constant dollars are 
first split more or less arbitrarily between terminal dollars and line- 
haul dollars, the terminal dollars then being charged out as a constant 
amount per hundred pounds against each piece of traffic while the 
line-haul element is charged out at a constant amount per ton-mile 
against each piece of traffic. It is quite clear that this distribution would 
be different than the result obtained from a pro-rata or percentage 
distribution such as has been described in connection with the motor 
carrier costs. Consequently any comparison between truck and rail 
fully distributed costs should take into account the extent to which the 
constant costs are computed on a similar basis in the two sets of scales. 

There are certain additional complexities, however, in making 
comparisons between truck and rail costs. The rail costs customarily 
include an allowance for return on investment in both the freight and 
in the passenger service. In fact the customary procedure in computing 
fully distributed costs is to add to the out-of-pocket carload costs an 
allowance to reflect the constant operating expenses, rents and taxes 
together with LCL deficits, passenger deficits, and an allowance for 
return on the investment in passenger service and in LCL service. This 
is what is usually meant by the term fully distributed costs in connec- 
tion with rail studies. 

This type of cost, however, is quite different from the fully dis- 
tributed cost for the motor carrier—if only because the motor carrier 
has no passenger operation. Then too, if the motor carrier happens 
to have a deficit on his LTL traffic, the typical cost scale makes no 
provision for including such deficits in the fully distributed costs of 
the truckload traffic. This treatment is, of course, different from that 
followed in connection with the rail costs. 

Chart 3 shows the effect of comparing full carload costs with full 
truckload costs. In both cases the costs include only the fully distributed 
costs for the carload or truckload traffic. It should be noted that if the 
truckload constant costs were charged on a ton and ton-mile basis rather 
than on a pro-rata or percentage basis, the truck cost line would be at 
a somewhat higher level than is shown on the chart because heavy 
tonnage and long-haul traffic would be charged with a somewhat larger 
proportion of the costs than is assigned to it on a pro-rata basis. The 
other important point to note in connection with Chart 3 is that both 
the truck and rail costs include an average allowance for revenue need. 
In the truck costs, this average revenue need is predicated on a 95% 
operating ratio—which is approximately the average operating ratio of 
common carriers over the years. It reflects the total operating expenses 
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inflated by 5.3%; the expenses divided by this revenue need would 
produce an operating ratio of 95%. This additional allowance for 
revenue need is also distributed on the same basis as the constant 
expenses—on a pro-rata or percentage basis. 

For the rail costs in Chart 3, the out-of-pocket operating expenses, 
rents and taxes in Chart 1 are increased 25% to reflect the constant 
operating expenses, rents and taxes and an allowance is made for a 
return of 4% on 50% of the investment in road property. This latter 
is because the remaining 50% has already been reflected in the so-called 
out-of-pocket costs on Chart 1, together with return on investment in 
100% of the equipment. The truck costs in Chart 3 are 5.3% higher 
than in Chart 1. 

It should be noted that in the case of the rail costs the average 
revenue need is measured by a 4% return on investment—which is 
approximately the average yield to the railroads on the basis of I.C.C. 
value, taking into account the composite results of both freight and 
passenger operation. On the other hand the truck need is predicated 
on a 95% operating ratio which may mean 20-25% return on invest- 
ment. Thus these two concepts of revenue need are not strictly com- 
parable. Even ignoring the question of computing a return on the 
freight service alone—which is, of course, much higher than the 4% 
earned on total investment—there is the question of the comparability 
of a given percentage return on investment for the railroads and a 
considerably higher return on investment for the truck lines. 

One reason for the difficulty in these comparisons, of course, is 
the fact that the two different groups of carriers have different financial 
problems, different capital structures, and different operations. Regard- 
less of what the railroads may earn on their carload freight operations 
alone, the fact ultimately to be reckoned with is that net railway 
operating income is a measure of what is left from all operations—both 
freight and passenger, both carload and less carload. In a truck-rail 
competitive situation, rail management must ask itself questions on 
competitive rate cuts in terms of the effect on final net railway operating 
income. Normally, this would mean assuming the existing pattern 
of passenger operation or LCL operation as given, with the competitive 
forces working on the specific carload traffic situation. Thus, while 
some significant conclusions may be drawn from a comparison based 
on the type of information shown in Chart 3, the ultimate test of the 
fully distributed costs properly should include factors more fully re- 
flected in Chart 4 insofar as fully distributed cost scales are useable at all. 

Chart 4 differs from Chart 3 in that it includes an allowance for 
the passenger deficit and return on investment which should be earned 
in this service together with the so-called LCL deficit and return on 
LCL investment. From a strictly scientific standpoint, these last 
items should probably not be included in the rail fully distributed costs 
unless some similar adjustment is made in the truck costs—i.e., reflecting 
any deficits on important segments of truck traffic as a charge against 
the average truckload traffic. If such an allowance were made, the truck 
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costs on Chart 4 would be higher than the truck costs on Chart 3; as 
it is, the two lines are the same. 

Looking first at the costs for a 10-ton load, it is interesting to note 
that the costs on Chart 3 are approximately 30% higher than the costs 
on a pure out-of-pocket basis shown in Chart 2. The fully distributed 
costs in Chart 4 are about 50% higher than the costs in Chart 2 for the 
lightly loaded car. At the other extreme, for the 30-ton car, the costs in 
Chart 3 are about 45% higher than the costs for the same load on 
Chart 2 whereas the fully distributed costs in Chart 4 for the heavily 
loaded car are about 65% higher than the costs for the same load on 
Chart 2. These comparisons make clear the fact that major differences in 
relative costs may result from a comparison using different definitions 
of the out-of-pocket and fully distributed costs and equally significant 
differences in relationships exist if the comparisons are made between 
different loads per car. The percentage differences between Chart 
2 on the one hand and Chart 3 and 4 on the other would vary somewhat 
depending on the length of haul in the case of the rail costs. On the 
other hand, a comparison of results between Chart 2 and Chart 3 or Chart 
2 and Chart 4 in the case of truck costs would show a uniform spread 
of about 17%. 


IX. Which Fully Distributed Costs—If Any? 


Of course no specific rate can be made by the mechanistic process 
involved in constructing a fully distributed cost line. Such a line is 
merely a mathematical exercise and is, at best, only a rough reflection 
of the average revenue need—predicated on a certain specific assumption 
for each carrier. Such a line has no relationship at all to the laws of 
supply and demand except in the aggregate. Such an aggregate is of 
little value in a particular situation. It measures neither supply nor 
demand characteristics for any given commodity. 

One exception to this general observation is in the case where a 
carrier has so few commodities or so few movements that the impact of a 
change in volume for any one movement is of major consequence in the 
total traffic picture. If a reduction in revenue from a given commodity 
without a corresponding change in volume results in the failure of the 
carrier to meet his total constant cost, the fully distributed cost line 
takes an added significance. Normally, however, the fully distributed 
cost line is merely the broadest of yardsticks for comparing the revenue 
contribution of one commodity with that of another commodity handled 
by a given carrier, without taking into account ability to pay or value 
of service factors. It has relatively little meaning in comparing the 
costs of one kind of carrier with those of another kind of carrier. 


X. Rail Proposal—Phase II 


Getting back to our example, we have pointed out that at a rate 
of 3.0 at distance 4 the railroad would be earning considerably more than 
its pure out-of-pocket costs while the truckline would be only slightly 
above its out-of-pocket level. Using the fully distributed costs in Chart 
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4 as the test, a rate of 3.0 at distance 4 would be somewhat below the 
fully distributed cost for the lightly loaded car but somewhat above 
the costs of the heavier loaded cars. Actually, of course, the railroad 
management is really only little if at all interested in these fully 
distributed costs for this management problem because it recognizes 
that the figures are so arbitrary. Conceivably the rail management 
might be interested in the aggregate contribution of particular traffic 
to net railway operating income by measuring the spread between the 
aggregate out-of-pocket cost of the traffic and the aggregate revenue 
derived from the traffic. 

On the other hand the rail management is likely to be somewhat 
more interested in the truck fully distributed costs. This is because of 
the fact that such a large portion of the truck costs are variable with 
traffic and because the average operating ratio of motor carriers is so 
high. Since at least 90% of the operating expenses are variable with 
traffic and since the total expenses average 95% of revenue for the typical 
motor common carrier, the motor carrier is likely to be more conservative 
in maintaining its revenue on particular movements. For these broad 
reasons, in the absence of specific facts to the contrary in a particular 
situation, rail management is likely to assume that enlightened truck 
management will not drop all the way down to truck out-of-pocket cost 
in meeting a competitive situation. Instead fully distributed truck costs 
will have relatively more meaning in the eyes of truck management and 
therefore in the eyes of rail management in an evaluation of a particular 
situation. In short, at distance 4, under the circumstances described in 
our hypothetical situation, the railroad is not likely to propose a rate 
below 3.0 as its first approach to the problem. 

Thus far the rail management has taken a look at one particular 
area of traffic flow—that involved at distance 4. Circumstances would 
undoubtedly be different at the different distances both above and below 
distance 4. Each of the principal movements, would, of course, be looked 
at independently but in the light of the various economic factors out- 
lined above. Analysis of the circumstances at each key distance would 
produce a tentative rate figure required to move the traffic. Only after 
a series of such tentative figures had been obtained would management 
exercise the ultimate judgment of stating these figures in terms of a 
specific rate scale or a series of point to point rates. 


Xl. Short Haul Problems 


We have traced some of the principal elements involved at a 
relatively long haul. To what extent there would be differences at short 
hauls is worthy of consideration. At distance level 1, it will be noted 
that the truck costs are lower than the rail costs on an out-of-pocket 
basis—insofar as the lightly loaded car is concerned. The heavily 
loaded car still shows up with costs below truck costs in the illustration. 

At distance 1, rail management knows that it can drop its rate down 
to approximately 1.5 and still be producing an income slightly in excess 
of pure out-of-pocket cost for the 10-ton load. However, it also knows 
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that the truckline management can go below this figure and still produce 
some net revenue to the trucking company. Rail management must also 
consider whether at this distance the service disadvantage of the 
railroad can ever be overcome at any reasonable rate differential. At 
distance 4 the required differential may have been .4 but at distance 1, 
the required differential of rail rates below truck rates might be con- 
siderably greater. In this particular illustration, therefore, rail man- 
agement might conclude that there is simply no point in competing with 
the truck line at distance 1. It may simply let the rates stay where they 
are at this distance and be glad to obtain any traffic that happens to 
move by rail for special reasons. 

On the other hand, rail management might recognize that there is 
a possibility of moving substantial tonnage at distance 1 under a scheme 
of reduced rates for heavily loaded cars. The nature of the traffic could 
be such that at these distances there are shipper-consignee relationships 
which would make it possible to promote additional volume in large car- 
load lots, whereas at distance 4, for example, shipper-consignee relation- 
ships might be such that no added tonnage would be attracted—and hence 
no advantage derived from any incentive rate system. If this turned out 
to be the situation, rail management might maintain a basic rate for the 
10-ton load at distance 1 and provide an incentive system for heavier 
loads but with particular emphasis on making the incentive rates 
attractive at this particular distance primarily. As a practical matter, 
the railroad would not be able to offer any incentive system for merely 
one distance or one point-to-point movement but would have to make 
something similar available for other distances or for other movements. 
Before proceeding with such a plan, therefore, rail management would 
have to compute the effect on its ultimate revenue and eventual net of 
the incentive rate system which would produce increased revenue at 
distance 1 and decreased revenue at distance 4—as compared with the 
revenue that would be derived from the maintenance of a simple 10-ton 
rate. 

Assuming that the present rate at distance 1 is at cost level 2 
and assuming that we have agreed on a rate of 3 at distance 4, and 
assuming further that conclusions about characteristics of competition 
at other points result in a fairly smooth progression, related to the 
progression between distance 1 and distance 4, it can be seen that the 
ultimate rate proposal which rail management would devise would consist 
of a series of prices which would be quite differently related to both 
truck costs and rail costs at the various distances. At distance 1, the 
rate of 2 would be almost double the truckload cost and roughly 55% 
higher than the rail out-of-pocket cost for 10 tons. At distance 4 the 
ultimate rate would be slightly above truck out-of-pocket cost and 
substantially above rail out-of-pocket cost. Beyond distance 4 rail 
management might have the rate proposal merely equated to the truck 
out-of-pocket costs or it might find that the traffic would be so thin 
beyond distance 4 that the truck line could not expect to compete 
profitably at such hauls and therefore, rail management might decide 
to set the rates at, for example, 10% above the truck costs. 
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Thus far the competitive situation has been looked at primarily 
from the standpoint of rail management considering the question of 
recapturing or holding particular truckload traffic. To some extent we 
have indicated the principles under which scientific truck management 
would operate, at least in the longer hauls. In the shorter hauls, it was 
concluded that the railroad management could do little competitively 
against the truckline because of the cost and service differential. For 
these reasons it seemed a matter of indifference to rail management what 
its own costs might be—except insofar as incentive rates might be 
involved—and at distance 1 we found a proposed rate of 2. 

From a pure economic standpoint, let us assume that rail manage- 
ment has assessed correctly the true state of the short haul market. 
Really, the assumption means that the value of rail service is relatively 
great for a very small segment of the short haul traffic and hence that 
there is no reason to cut the rates unduly for such traffic. In other 
words, such traffic as the railroad can hope to attract will be attracted 
at relatively high rates to about the same degree as it would be attracted 
if the rates were reduced. Thus, it is implicit in the assumption that 
the demand for rail service at distance 1 is ‘‘inelastic’’—the volume 
offered will not increase materially if the rate is reduced. 

What is the situation for the truckline? It might be thought at 
first sight that the truck advantage in the conditions laid down for 
this problem is such that it could go well above a rate level of 2 at 
distance 1 and still achieve the lion’s share of the traffic. However, 
this ignores the third force in the picture—the shipper in his role as a 
potential supplier of transportation. There are many cases in which 
the shipper can substitute private operation more readily in the short 
hauls than he can in the long haul. Thus the practical ceiling on the 
common carrier rate in the short haul is again the ‘‘ point of indifference,’’ 
which the shipper can reach relatively easily in this area. The truckline 
management must take the initiative in evaluating this situation since 
it is a matter of indifference to the railroad. The net effect of this 
evaluation may be to produce truck rates the same as the rail, higher 
than rail or lower than rail—all depending on the relative power of 
private competition in the particular situation. 


XII. LTL Traffic 


The problem of price fixing on carload and truckload traffic cannot 
be considered entirely apart from the competitive situation in connection 
with LTL and LCL traffic. For the truckline, this traffic is a relatively 
more important source of revenue than it is for the railroad. In addition 
to this difference, there are other differences in the cost relationships 
which should be noted. 

A 6,000 pound shipment moving by truck has cost characteristics 
which are not sharply different from those of a 20,000 pound shipment 
—per 100 pounds. This is because the 6,000 pound shipment is handled 
in a single trailer with a considerable amount of other LTL traffic at a 
total round trip load factor which is not fundamentally different from 
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that for the truckload shipment. This means that there are only minor 
differences in the line-haul cost. Similarly terminal costs are but little 
different because such shipments are only rarely platform handled 
by the carrier—just as truckload shipments are only rarely platform 
handled by the carrier. On the other hand the railroad cost for a 
6,000 pound shipment may be 2 or 3 times as great per 100 pounds as 
the cost for a carload shipment. This is because a completely different 
type of service is involved in rail LCL as compared with rail carload 
operations. In most cases, pickup and delivery and platform handling are 
required in addition to switching the car. Much cost work remains to 
be done in this field in order to arrive at more realistic presentations 
than have yet been produced. Nevertheless it is important to note that 
the difference in the service does result in relatively higher costs by 
rail than by truck for these large LTL or LCL shipments. 

Similar observations can be made with respect to still smaller 
shipments—say 500 pounds. By truck, the cost per 100 pounds for such 
shipments is higher than the cost per 100 pounds for truckload traffic— 
both because of pickup and delivery and because of platform handling. 
Further, rail out-of-pocket costs are generally higher than truck out- 
of-pocket costs for these small shipments. However, this does not 
necessarily mean that the railroad has no interest in competing for this 
traffic because the LCL traffic produces relatively high revenues. 

The competitive relationships are, of course, quite different than 
in the case of truckload traffic. Fundamentally a railroad serving a 
large number of points has less flexibility than the truckline serving 
major terminals with a minimum of transfer en route. The truckline 
thus has a material service advantage on many movements. This gives 
it a competitive price advantage—since the truck management in our 
competitive illustration can count on attracting traffic in the small ship- 
ments group even though truck rates may be substantially above rail 
rates. In a free market the truckline charging what the traffic will 
bear on small shipments is relatively well off because it has both a cost 
and a service advantage over the railroad. Since the rail out-of-pocket 
cost is higher than the truck out-of-pocket cost, the truckline knows 
that for particular traffic, it can always cut below any rate which the 
railroad might be willing to test. Yet the service advantage is such 
that truck management need never go down to the out-of-pocket level. 

Another important advantage to the truckline in this situation is 
that at most distances, there is considerably less opportunity for the 
shipper to substitute private transportation or contract-carrier trans- 
portation where the traffic consists largely of LTL shipments—especially 
in the small weight brackets. The principal advantage of the shipper 
in holding a brake on the potential price which the motor carrier may 
wish to charge is his ability to control both truckload and LTL traffic. 
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A typical cost scale for a 500 pound shipment is illustrated in 
Chart 5. The lines in both cases reflect out-of-pocket costs excluding 
return on investment. In the case of the rail costs, however, the unit 
costs are actually predicated on a certain load per car. This is because 
it is assumed that the average cost per car should be treated as variable 
with traffic. This is done despite the fact that, for most practical 
operating situations, the railroad provides a car for any available traffic 
moving between a given pair of points. If additional traffic is offered, 
the running expense remains virtually unchanged with the result that 
the unit cost actually decreases. In other words the actual out-of-pocket 
cost of LCL traffic is likely to be considerably lower than is reflected 
in the chart because so long as the railroad provides any LCL service, 
it, in effect, incurs some fixed costs regardless of volume due to the 
maintenance of through cars or minimum service standards. 


XIll. Be Wary at Intersections 


It is sometimes said that the pattern of rates should be fixed by 
where the cost lines cross. If they intersect at 100 miles, then this view 
is that the motor carrier should set the rates up to this distance and the 
railroad should set the rates beyond. Analysis of the charts illustrates 
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some of the pitfalls in this theory. Thus, on Chart 2 the lines for a 
10-ton load intersect at a distance of 2.2; on Chart 4 they intersect at 
a distance of 4.7. Thus, one question is which kind of cost comparisons 
are to be used. Another point to note is that the point of intersection 
would also depend on which loads are compared. In the illustration, 
only the cost of the 10-ton load by rail intersects the truck cost—except 
on Chart 4; but, if the rail costs were predicated on a 12-ton load and 
the truck costs on a 10-ton load, clearly the point of intersection would 
be different. Furthermore, the costs in Chart 5 for the small shipment 
do not intersect at all but no one, including the truck lines, has 
advocated that the railroads abandon LCL service completely. 


XIV. Conclusion 


The object of this analysis has been to disclose the factors and 
forces which the free play of the market place would bring to bear in 
setting prices charged for transportation. The purpose has been to 
indicate how the basic laws of supply and demand would apply in a 
long run program of competitive price determination. Naturally, 
present day pricing is different because the public intervenes through 
regulatory bodies and new rules of the game are involved. That is to 
say, the normal supply and demand laws are not allowed to work. In- 
stead the government steps in with the additional yardstick of ‘‘the 
public interest’’ as a supplement to the primary yardstick of the free 
market—the desire to maximize individual company net. It cannot 
be overemphasized that the role of the regulator in price determination 
is merely that of a substitute for the market place. A regulatory body 
does not change the laws of supply and demand. The economic pres- 
sures on management remain exactly the same regardless of price fixing 
by government. Any decision about price clearly has an effect on 
share of the market—whether there is an intent to affect the share of the 
market or not, whether the price is set by government or private interests. 
Equal prices for two competing products divide the market between 
them just as surely as different prices. The distinction lies not in 
‘‘whether’’ but in ‘Show much.’’ 








A Balanced Rule of Rate Making 


By Rosert N. BuRCHMORE 
Chicago, Illinois 


Section 15a of the Interstate Commerce Act is commonly called 
the Rule of Rate Making. In fact, it is so labeled in the text of the 
statute. But it should be recognized that it is not and never has been 
the rule of rate making in any complete sense. In fact, it is not even 
the principal rule of rate making. 

The rules for rate making include the rule of section 1 that rates 
must be just and reasonable; the rule in section 2 that they shall be 
free from undue preference or prejudice; the long and short haul and 
the aggregate of intermediates rule; and, of course, the rule of adherence 
to published tariffs. Those are salient rules in the statute itself, and 
they are augmented and interpreted by the vast body of thought which 
we might call the common law rule of rate making, as set forth in the 
many, many decisions of the Interstate Commerce Commission. Some 
of those decisions contain very interesting and informative general 
statements of the elements or tests that go into the fixing of a reasonable 
rate. No need here to enumerate those familiar rules of car-mile or 
truck-mile earnings, fragility of commodities, value, carrier and market 
competition, and so forth. Outstanding in the Commission’s delibera- 
tions has always been the attention given to the effect of rates upon 
the movement of traffic. 

The fact that 15a is not a complete rule of rate making need not 
deter one from attempting an incisive and critical analysis of the section 
itself, of its past effect, future usefulness, and the wisdom of present 
proposals for change, of the desirability of other possible changes not 
as yet proposed. 

If section 15a is not a complete rule of rate making, then it is a 
very important rule of emphasis, as one may see from a study of its 
history and effect. As such, it is a perennial subject of enduring 
interest and unabated controversy. It involves and influences the 
exercise of the minimum rate power, as well as the prescription of 
maximum rates; it is used by carriers who seek to improve their earnings, 
by shippers who seek protection against the carriers’ demands, and as 
a guide in the rate competition of various forms of transport. 

It is a particularly timely subject today because one of the 
principal aims of the Five Point Program of the Eastern Railroads’ 
Presidents Conference is the amendment of the section. That program 
led to the introduction of 8.2519 in the 82nd Congress, a proposal likely 
to be renewed. The National Industrial Traffic League of shippers is 
studying the subject with energy and various interests are advancing 
their views with urgency. 


* Before Chicago Regional Chapter, November 13, 1953. 
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History of Section 15a 


From 1887 to 1920 there was no such thing as a so-called rule of 
rate making, and the sole standard for the level of rates was the re- 
quirement of section 1 that they must be just and reasonable. In those 
days no one put across any rule of emphasis and apparently it was not 
thought to be necessary. In 1887 the nation was concerned most gravely 
with the matter of discrimination and adherence to tariffs. The rate level 
was not the particular target of public criticism and carriers’ revenues 
were not in danger of governmental interference. Also, we should re- 
member that in that period the Commission had no power to prescribe 
maximum rates until the Hepburn Amendment of 1906. The suspension 
power was created by the Mann-Elkins Act of 1910, and there was no 
minimum rate power during all that time until the Transportation Act 
of 1920. 

However, in the second decade of this century there grew up a 
widespread dissatisfaction with the Commission’s policy in respect of 
its concern for railroad revenues. The Commission denied the petition 
of the eastern and western roads for increased rates in 1910, although 
eventually it completely granted the request of the eastern lines for 
rate advances in 1914. Very slight increases in rates for the western 
lines were allowed in 1915 in the face of substantial evidence of rising 
operating expenses, interest rates, taxes and a growing dependency on 
bond issues for funds. In 1917 the carriers as a whole vainly sought 
further increases. Whatever the merits of these individual proceedings, 
it was widely considered public opinion that, as one writer put it, ‘‘The 
Commission was confusing financial health with the mere avoidance of 
financial disaster.’’ In other words, many people thought the Com- 
mission was too niggardly in allowing increased rates for the purpose 
of much needed revenues. 

In that climate of opinion, the so-called rule of rate making came 
into being through the Transportation Act of 1920. 


The Earliest Rule of Emphasis 


In 1920, section 15a(2) provided that the Commission should pre- 
scribe just and reasonable rates in such a way that the carriers, as a 
whole, or in rate groups, would under honest, efficient and economical 
management earn a fair return on the value of their property. This 
mandate, or Fair Return test, was the sole consideration stated in the 
Rule of Emphasis at that time, although proviso was included that the 
Commission should have reasonable latitude in adjusting particular 
rates or recognizing territorial differences. It was plainly a reflection 
of the prevailing opinion at least of railway investors, management and 
sympathizers. 

Parenthetically, this Fair Return test in one important respect 
went far beyond the concept of fair return to which every carrier is 
entitled constitutionally under the Smith vs. Ames doctrine. This 
because the fair return was to be for the carriers as a whole or in groups, 
rather than individually. Rates so designed would necessarily result 
in more than a fair return to the strong roads and perhaps less than 
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a fair return in the case of weak roads. To spread the earnings and 
level off the rate of return, the 1920 legislation included the famous 
Recapture provisions in section 15a, whereby the Commission was to 
determine what per cent of property value should constitute a fair 
return, and one-half of all the excess earned by any carrier over and 
above such fair return was to be recoverable by the Commission for the 
aid of weaker roads. 

Beginning soon after the Transportation Act of 1920, and the 
first rule of emphasis, there can be no question but that the new rule 
brought about a change. In Increased Rates, 1920, 58 I. C. C. 220, the 
Commission proceeded to arrive at a rate base and apply the Fair Return 
Test. This was a great task of which we can no more comment here 
than to note that, when the smoke had cleared, the Commission had 
authorized general rate increases of 40 per cent in the east, 25 per cent 
in the south and mountain pacific territories, and 35 per cent in the 
west. This was even more than the railroads asked for in their original 
application. 

By the general rate increases of 1920, it was made clear that the 
**Rule of Rate Making’’ had jolted the Commission’s policy with respect 
to safeguarding carrier revenues. The railroads themselves would have 
had the Commission follow and extend this policy for the future; in their 
view the ‘‘Rule of Rate Making’’ was simply construed to require rate 
advances whenever a fair return was not enjoyed. However, such a con- 
struction would have been palpably wrong. Although Congress men- 
tioned in the ‘‘Rule of Rate Making’’ only the single standard of fair 
return, it plainly did so only as a rule of emphasis and did not modify, 
let alone repeal, the requirements of section 1 that rates must be just 
and reasonable. And so, as might have been expected, the 1920 case 
did not presage clear sailing for rate advances whenever a fair return 
was not realized. 

Less than two years after the 1920 advances, substantial general 
reductions were ordered in Reduced Rates, 1922, 68 I. C. C. 676, despite 
the fact that the railroads had been unable to earn, as a whole, their 
fair percentage of return. These reductions were grounded in a decline 
of prices and shrinkage of traffic resulting from business depression and 
gave notice that the single standard in the Rule of Emphasis was still 
subject to requirements that the charges must be reasonable and to 
recognition that adequate revenues might be more effectively furthered 
under particular conditions through reductions rather than advances. 

At the same time that the railroads pressed for freedom to make 
advances whenever their revenues failed to produce a fair return, there 
was continuing pressure from shippers for rate adjustments, both general 
and particular. In 1921, the Commission refused a general reduction 
sought by the live stock interests, notwithstanding the serious condition 
of the industry. In the same year it required a general reduction in 
western rates on grain and grain products due to the distress of the agri- 
culture. The apparent inconsistency was explained by the Commission 
on the ground that the producers of agriculture were bearing a dispro- 
portionate share of the transportation charges. 




















JANUARY, 1954 299 





In 1925, the Commission considered the ‘‘Rule of Rate Making’’ to 
be sufficiently flexible to permit denial of proposed general increases in 
the western region, Revenues in Western District, 113 I. C. C. 3. 

In all of these proceedings the Commission actually considered the 
effect of the rates, both present and proposed, upon the movement of 
traffic, considered the conditions existing in industry, and considered the 
inadequacy of carrier earnings to produce a fair return. 


The Hoch-Smith Resolution 


The Fair Return test was unchanged for 13 years. But during that 
time, the Hoch-Smith Resolution was adopted in 1925. This reflected the 
then prevailing views of agriculture and directed the Commission to 
adjust rates to promote traffic in agriculture and live stock in view of 
existing depression conditions therein. It also declared the ‘‘true policy 
in rate making’’ to be that the conditions prevailing at any time in the 
several industries should be considered to the end that commodities may 
freely move. To that extent it purported to be an additional rule of 
emphasis and was the first statutory expression of a test which the Com- 
mission had always applied: the effect of rates upon the movement of 
traffic. 

The Hoch-Smith Resolution of 1925 was expressly relied upon by 
the Commission in only one case. And when in that case the Commission 
required a reduction in rates on deciduous fruits from California, the 
Commission’s order was invalidated by the courts, Ann Arbor R. Co. 
v. U. 8., 281 U. S. 658. Yet, in so far as the Hoch-Smith Resolution was 
a rule of emphasis, there can be no doubt that it has been given real 
effect in holding down the rates on products of agriculture. For recent 
evidence of this consider the hold downs in the Ex Parte rate advance 
cases. 

In the early days of the depression, the Commission denied a general 
rate increase of 15 per cent, Fifteen Per Cent Case, 1931, 178 I. C. C. 539. 
On the other hand, it refused to require a general rate reduction in 1933, 
General Rate Level Investigation, 1933, 195 I. C. C. 5. In the mean- 
time, it did authorize specific rate increases on particular segments of 
traffic as to which it found the value of service to warrant such increases. 

Of special interest is the fact that the decision against a general 
rate reduction in 1933 came at the same time that Congress amended the 
‘*Rule of Rate Making”’ to include movement of traffic and public need 
for low-cost transportation as factors to be considered in addition to 
carrier revenues. 

In the emergency railroad legislation of 1933, the Rule of Emphasis 
was again changed, this time under depression conditions. Section 
15a(2) as then amended provided that the Commission should give due 
consideration, among other factors, 1) to the effect of rates on the move- 
ment of traffic, 2) to the public need for efficient transportation at the 
lowest cost consistent therewith, and 3) to the carriers’ need of revenues 
to provide such service under honest, economical and efficient manage- 
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ment. This, it may be noted, adopted a revenue test somewhat different 
from the fair return concept. The Recapture provisions were eliminated. 
It read into the rate making rule the ad valorem concept and movement 
of traffic idea. On its face, such a rule seems to indicate that a balance 
is to be struck between the carriers’ need for revenue and the public 
need for low-cost transportation, while always recognizing that rates 
affect the movement of traffic. At least it was no longer a wholly one- 
sided Rule of Emphasis. 

In the period since World War II, there has been the well known 
series of general rate increases from Ex Parte 148 to Ex Parte 175, with 
general advances in rates being authorized in each proceeding. In those 
cases, and under the ‘‘Rule of Rate Making’’ as it stands on the books 
today, the complaint of the railroads is that the increases allowed have 
been too little and too late. Many shippers, on the other hand, complain 
that the increases have been too great and have contributed to the infla- 
tion experienced in this period. 


Intercarrier Competition 


The Transportation Act of 1940 provided the last important change 
in section 15a when, in requiring the Commission to give due considera- 
tion to the effect of rates on the movement of traffic, it added the clause 
‘‘by the carrier or carriers for which the rates are prescribed.’’ Now, 
for the first time, the Rule of Emphasis goes outside the shipper-carrier 
tug-of-war and touches upon the competitive struggle of carriers for the 
shippers’ traffic. So far as the Rule itself was concerned, the emphasis 
seems to have been that the Commission was not to be required to give 
consideration to the effect of rates on the movement of traffic for any 
carriers other than those for which the rates were being prescribed. 

This amendment of 1940 was accompanied by an amendment to 
section 3, providing that that section should not be construed as con- 
demning preference and prejudice or disadvantage to the traffic of any 
other carrier. Similarly in the preference and prejudice sections of 
Parts II, III and IV of the Act. Together these changes reflected the 
views of some carriers and many shippers, temporarily coinciding, to the 
effect that the rates for each form of transportation should be based on 
conditions relating thereto. 


All the enumerated tests contained in the 1940 ‘‘ Rule of Rate Mak- 
ing’’ were provided in respect of motor carriers and water carriers in 
sections 216(i) and 307(f) by the 1940 legislation, and as to freight for- 
warders by section 406(d) in 1942. To these tests Congress added as 
to motor carriers that the Commission should give due consideration to 
the ‘‘inherent advantages’’ of transportation by such carriers, and as to 
freight forwarders Congress provided the Commission should give due 
consideration to the ‘‘inherent nature’’ of freight forwarding. 

That is the Rule of Rate Making as it stands on the books today. 
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Current Proposals 


Notwithstanding its long history and many revisions, and as might 
be expected, the ‘‘Rule of Rate Making’’ does not satisfy everyone in 
its present form or as applied. The railroads again propose a new 
Rule of Emphasis in the form introduced in S. 2519 whereby section 
15a(2) would provide as follows: 


(2) The Commission’s power to prescribe just and reasonable 
rates shall be exercised in such manner as to enable the carriers 
under honest and efficient management to earn, as nearly as may be, 
sufficient revenues to provide, in the interest of the Nation and the 
general public, adequate and efficient service, establish and maintain 
sound credit, attract equity capital, take advantage of technological 
developments, and advance and improve the art of transportation. 


This would eliminate all reference to the effect of rates on the move- 
ment of traffic and to the public need for low-cost transportation. In 
effect, the railroads are proposing a return to a single standard such as 
they enjoyed in the 1920’s. There is one important difference, i.e., they 
do not propose the Fair Return Rule but an unlimited ‘‘sufficient reve- 
nues’’ rule. 

The railroad insistence upon elimination of the movement of traffic 
factor rests on the proposition that the Commission should not substitute 
its judgment for that of railroad management, which is in a better posi- 
tion to judge and which will suffer directly if it makes a mistake. While 
this is an attractive idea, it is extremely difficult of complete fulfillment 
so long as any rate regulation continues. 

The Transportation Association of America seems to reflect the ideas 
of railroad investors; the recommendation of its Board is that Congress 
eliminate the movement of traffic factor from the Rule and emphasize 
the sufficient revenues factor by adding the phrase to ‘‘ permit the main- 
tenance of carrier credit and the attraction of equity capital.’’ This 
recommendation would, however, continue the recognition of public need 
for low-cost transportation; the change of emphasis is different only in 
degree from S. 2519. 

The railroad proposals for change in the Rule of Emphasis in rate 
making apparently reflect a dissatisfaction with current Commission 
policies in respect of railroad revenues. And it is noteworthy that their 
effort, toward greater freedom for railroad management in increasing 
rates involves proposals other than S. 2519. One is the so-called Time 
Lag Bill, which was introduced in the 82nd Congress as S. 2518 and was 
modified and introduced in the 83rd Congress as 8S. 1461 and H. R. 5052. 
These bills would afford great procedural relief to the carriers desiring 
to increase their rates without first obtaining the Commission’s permis- 
sion, leaving them free to exercise their judgment to a degree not possible 
in the past, but subject to later revision and refund or reparation if their 
rate advances go beyond what the Commission finally decides to be just 
and reasonable. 
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The National Industrial Traffic League suggests no change in the 
rate making rule and has opposed 8. 2519. The League insists that a 
rule of rate making should not be unbalanced or one-sided, or lend sup- 
port to any suggestion that the Commission should consider only carrier 
revenues when it prescribes rates, without thought for the public need 
for low-cost transportation. The League further urges the position of 
shippers that the rates for each form of transportation should be made 
according to the circumstances and conditions surrounding transpor- 
tation by the particular type of carrier for which the rates are prescribed. 
It therefore urges retention of the movement of traffic clause as amended 
in 1940 to apply only to traffic of the carrier or carriers for whom the 
rates are prescribed. 

As to 8. 2519 the League did not oppose the central idea of volun- 
tary rate advances, but suggested refinements and modifications that 
were presented in the form of a substitute bill. 


A Balanced Rule of Emphasis 


Experience tempts one to conclude that no rule of rate making is 
worthwhile because the Commission never follows a rule to its logical 
conclusion. One might also feel that it is futile to set up one standard 
because the Commission will continue to consider other standards which 
seem to be inconsistent with it. 

Such conclusion is unwarranted. It reflects the concept that a rule 
must be inflexible or capable of mathematical application to be useful. 
It ignores the proof of experience that congressional expression of policy 
through the Rule of Emphasis does have a very great persuasive effect 
upon the exercise of the Commission’s judgment. 

There are several conclusions which may be drawn from the history 
of section 15a and our experience with it. 1) Rate regulation without 
considering the effect of rates upon the movement of traffic would be 
mechanical and futile. 2) Rate regulation necessarily involves some sub- 
stitution of the judgment of the regulatory body for that of the carrier 
management and it is not possible by rule to prescribe definite limits 
within which there shall be no such substitution of judgment. 3) Any 
change in the Rule of Emphasis will affect the exercise of the judgment 
of the Commission in future cases. 4) The public interest lies in the 
maintaining of just and reasonable rates, balancing the carriers’ revenue 
needs and the public transportation requirements in the light of the 
transportation and industrial circumstances at the time when the rates 
are being adjusted. 

Finally, it seems apparent that there is little need today for such 
changes in the Rule of Emphasis as are presently proposed. The present 
rule is on its face a very nearly balanced rule, calling for consideration 
of the public need as well as the carriers’ need. To eliminate any of the 
present factors would be to invite a serious unbalance. And as to the 
movement of traffic factor, the elimination of that phrase would either 
be ineffectual or would destroy rate regulation. 

















Regulatory Standards For A Sound 


Transportation Policy 
By Cuar.es L. DEARING 


Deputy Under Secretary of Commerce for Transportation 


The nation’s economic health and military security are geared to 
the availability of a stable, dependable transportation network capable 
of providing service with the proper timing and at reasonable cost. 
Historically, the maintenance of common carrier service has been recog- 
nized as the hard-core of this transportation system. On the assumption 
that we desire to preserve this hard-core of our regulatory policy, I 
should like to propose five standards which might serve in a general 
way to test our progress toward achievement of the stated goals: 

1. Regulatory policy should be adapted periodically to the dynamics 
of our national economy and to changes in transport organization. 

2. Regulatory controls should be uniformly applied and centrally 
administered. 

3. The objectives of promotional and regulatory programs should 
be basically consistent. 

4. Common carriers should be relieved of the obligation to provide 
service in those areas where private operations appear to have distinct 
advantages of cost, flexibility, and convenience. 

5. Owners of industries that are required to assume the obligations 
of common carriers should be allowed sufficient managerial discretion 
to permit prompt adjustment of pricing policies to cost changes and 
other competitive circumstances. 

Application of these standards may help to identify the areas in 
which we have made progress during the past quarter century. It may 
also serve to rough out the major problems on which constructive 
efforts should be focused by industry spokesmen, economists, and law- 
makers. Therefore, I have couched this paper in terms of broad policy 
considerations, since in my judgment, choice of direction and emphasis 
must be made in these terms before refined economic analysis of specific 
issues can contribute much to a solution of our transportation problems. 


1. Adaptation of Guiding Principles to Changing Conditions 


There are several highlights in the evolution of regulatory purpose 
and method which appear relevant to any discussion of the capacity of 
our governmental institutions to keep regulation abreast of changing 
conditions. 

Editor’s Note: Speech presented at 66th Annual Meeting of the American 
Economic Association, Washington, D. C., December 29, 1953. Reprinted by special 


permission of the American Economic Association. Mr. Dearing is on leave of 
absence from The Brookings Institution. 
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The Federal Government entered the field of regulation to protect 
shippers against excessive or discriminatory railroad rates and service. 
When the Government returned the railroads to private ownership at 
the close of World War I, it was evident that positive steps were required 
for physical and financial rehabilitation. To this end the Transportation 
Act, 1920, added a new objective: namely, the maintenance of financial 
health. Protection of the transportation industry as well as the user 
became the dual purpose of Federal policy. 

With the growth of new types of transportation, mainly motor 
carriers, the two basic principles of the 1920 Act were broadened in 
1935 to include regulation of inter-agency competition. 

Primary emphasis was placed on limitation of competition within 
the regulated portion of the motor carrier industry, but with the corollary 
intent of protecting the railroads from ‘‘chaotic’’ highway competition. 

The basic objective to protect the financial health of the regulated 
carriers, as well as the users, was re-emphasized and more clearly defined 
in the Transportation Act of 1940. This declaration is designed to 
insure consistent regulation of carriers under the centralized jurisdic- 
tion of the ICC. 

The major purposes are to administer fair and impartial regulation 
of all modes of transportation in order to preserve the inherent ad- 
vantage of each. These objectives of the 1940 policy remain essentially 
sound. 

Thus, in little more than six decades we have moved from a single- 
purpose regulatory system designed to control monopoly in one industry 
to a comprehensive and complex pattern whose major emphasis is 
affirmative rather than punitive. The end purpose is to maintain a 
healthy and physically adequate transportation plant through control 
of competitive rates and entry into the transportation business. 

Although adaptation has lagged behind events at times and has 
been achieved piecemeal in some cases the record indicates clearly that 
our legislative processes are sufficiently responsive to keep regulation 
attuned to economic development and to the changes in transport or- 
ganization. The record also indicates that major adjustments occur 
only when strong transportation statesmanship is asserted or when the 
circumstances are such as to solidify and make articulate the demand 
for correction in the public interest. 

The remainder of this paper is devoted to an exploration of the 
contemporary regulatory problem and a general evaluation of the 
prospects for modernization of the system in accordance with the stand- 
ards posed at the outset. 


2. Uniform Application and Central Administration of 
Regulatory Controls 


With the exception of air transportation, substantial progress has 
been made toward bringing under a single regulatory agency all major 
forms of domestic transportation. However, Congress has exempted 
from regulation portions of these media or subjected them to less ex- 
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tensive controls. Thus the ICC has no economic authority over a large 
number of for-hire motor carriers engaged exclusively in the transporta- 
tion of agricultural commodities, water carriers of bulk commodities, 
or private motor or water carriers. It has less extensive control over 
contract carriers than over common carriers. In the field of aviation, 
the CAB has exempted certain air carriers from a part of the economic 
regulatory provisions of the Civil Aeronautics Act. 

These wholly or partially exempt operators are now able to divert 
profitable sources of traffic from the regulated common carrier. Others 
are permitted to concentrate on routes which produce balanced move- 
ments at relatively low rates. Continuation of these conditions may 
tend to leave to the common carriers only marginal traffic between the 
main traffic centers, while at the same time they must maintain high-cost 
services between points offering only limited or unbalanced traffic. 

Recent developments in the field of aviation afford a striking 
illustration of this situation. The Civil Aeronautics Act authorizes the 
CAB to exempt certain air carriers from most economic regulations. 
Using these discretionary powers, the CAB, shortly after 1938, ex- 
empted certain nonscheduled services, consisting mainly of fixed based 
operators who offered an occasional taxi-type service with small planes. 

The manner in which an exemption intended for one limited purpose 
may be broadened to embrace a large area of transportation, directly 
competitive with regulated common carrier transport, has been clearly 
illustrated in the postwar developments. Large numbers of surplus 
transport planes, the return to civilian life of many trained pilots, and 
the boom in air travel led to the rapid growth of the so-called non- 
scheduled services. 

Under the umbrella of the 1938 exemption, entry into the business 
of air transport and the expansion of operations was possible without 
the specific regulatory authorization required for certificated carriers. 
Many of these exempt operations today constitute regular-route common 
carrier service, directly competitive with the certificated carriers. There 
appears to be no clear economic reason for according so-called non- 
scheduled operators regulatory treatment any different from that appli- 
cable to the remainder of the airline industry. 


3. Consistency Between Promotional and Regulatory Programs 


Despite the commendable dedication of national regulatory policy 
to the maintenance of fair and impartial regulation, Federal promotional 
and regulatory programs continue to operate at cross purposes in many 
areas. For example, the Federal Government has expended increasing 
amounts of money on the provision of aviation, highways, and water 
facilities, and has granted direct financial subsidies to air and water 
carriers. In most respects, these aids have been extended without 
reference to their impact upon the regulated transportation industry, 
especially on the common carrier. Under these circumstances, each 
agency does not have an opportunity to compete for traffic fairly based 
on economic standards of relative cost and quality of service. The effect 
is to complicate the administration of regulatory policy, to distort the 
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competitive rate pattern, and in some degree, to transfer transportation 
costs from the shipper to the general taxpayer. 

In this troublesome area of transportation policy there are, however, 
encouraging signs that we are moving toward an eventual solution of 
the subsidy problem. Of primary significance is the fact that of the 
13 domestic trunkline air carriers, only the 3 smallest now receive 
direct financial subsidy through air mail payments. Moreover, recently 
approved Reorganization Plan No. 10 provides, for the first time, an 
accounting separation of service pay for air mail subsidy. The purpose 
and result is to bring the amount and nature of this subsidy into the 
open, and to require a separate appropriation to support the subsidy 
program. As the major domestic airlines achieve economic self-suffi- 
ciency it will be feasible gradually to recoup a portion of the large cost 
incurred by the Federal Government in maintaining the airways system. 

The States have for many years been financing the bulk of their 
highway development through revenues derived from highway users in 
the form of gasoline taxes and license fees. However, wide areas of 
controversy remain as to whether or not the total cost is properly 
allocated between the heavy-duty truck and bus operators, at one ex- 
treme, and the private automobile user at the other. This controversy 
will not be fully resolved until we have available more refined analysis 
of the joint-cost problems involved and more dependable data on the 
incremental cost of highway construction, engineering design, and high- 
way use characteristics. However, objective research is moving forward 
in this field. 

Significant, although not necessarily conclusive, findings may be 
expected from the unique series of cooperative tests which the Highway 
Research Board and State highway officials are conducting. The objec- 
tive is to determine, by scientific measurement, the impact of various 
sizes and types of trucks on highways of different design characteristics ; 
and to utilize these findings as an aid in determining how the cost of 
highway construction and maintenance should be allocated among the 
various groups of users. 

Federal financing of river and harbor improvements constitutes the 
one area in which no real progress has been made toward elimination 
of the distorting impact of preferential subsidy treatment. 


4. Common Carrier Relief 


Common carriers should be relieved of responsibility to provide 
service where it is clear that private transportation, or other forms of 
for-hire transport, are less costly, more flexible, or better adapted to the 
convenience of the users. 

The desirability of this type of relief is evident in railroad branch 
line operations. Many of these services are maintained by State order 
despite the fact that the private automobile and bus transportation 
satisfactorily meet public requirements. In many cases there is no 
prospect that the railroad service can meet operating costs. The re- 
quirement to maintain what in effect amounts to standby service con- 
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tributes heavily to the railroad passenger deficit, thereby dissipating 
income which could be applied directly to improvement of other more 
essential common carrier services. One possible solution of this problem 
would be to confer upon the ICC authority to overrule State orders 
that prevent discontinuance of nonprofitable train services. 


5. Common Carrier Discretion in Adjustment of Pricing Policies 


In the postwar period common carriers have experienced difficulty 
in obtaining prompt regulatory approval of general revenue increases 
essential to cover rising expenses. The resulting financial burden has 
been particularly heavy on the railroad industry. Proposals in the past 
several years to provide statutory standards for expediting ICC dis- 
position of common carriers’ requests for rate increases, commonly 
known as time-lag bills, have thus far failed of enactment. Of con- 
siderable importance, however, is the increasing awareness of the 
nation’s shippers that our common carriers need timely revenue increases 
to maintain sound and dependable transportation. This is manifest 
in the fact that shippers more readily support carrier petitions to the 
ICC for general rate increases and have recently supported congressional 
measures to speed up these regulatory proceedings. 

Moreover, review of recent general increase proceedings before the 
ICC indicates substantial improvement in procedural technique. Never- 
theless, there appears to be a need for a new standard of administrative 
action in general revenue cases. 

One proposal which appears to have merit would require the ICC 
to enter an interim order and finding on carriers’ requests within 60 
days and within another 60 days to make final disposition of the case. 
In its interim finding and order, the Commission would be required to 
give consideration only to the need for adequate and efficient transpor- 
tation service at the lowest cost, and to the need for revenue sufficient to 
enable the carriers to provide such service. This requirement differs 
from the present rules of rate-making in that the Commission would 
not be required to give consideration to ‘‘the effect of rates on the 
movement of traffic by the carrier or carriers for which the rates are 
prescribed.”’ 

The need for a time-lag amendment probably would be lessened if 
the present rules of rate-making were modified to delete this factor as 
a matter for the Commission’s consideration. Such a change would 
return to the carriers a large area of managerial discretion in rate making 
and eliminate the need for the Commission to hear voluminous testi- 
mony bearing on the relationship of proposed general increases to general 
economic factors. 

Underscoring the whole problem of preserving the common carrier 
system and the inherent advantages of each major agency is the need 
for rates or prices that will truly reflect such advantages. The shipper 
makes his selection among carriers on the basis of the expense to him 
and not the actual economic costs of providing the service. If the rates 
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for specific competitive movements bear little relationship to their 
cost, it is inevitable that at least part of such traffic does not move by 
the most economic carriers. 

It is generally agreed that regulation should not impede the 
maintenance and progress of any type of transportation based on its 
economic sphere of operations. 

However, many students of rate problems believe that opportunities 
exist for adjusting the common carrier pricing mechanism to com- 
petitive and economic realities. 

For example, the partial failure to reflect railroad cost character- 
istics in the rate structure and the ICC’s growing practice of basing 
railroad rates on average costs has resulted in substantial loss of profit- 
able traffic. Thus, serious attention is being given to proposals for 
differential pricing of rail transportation in contrast to motor truck 
transportation because of the wide difference in their ratio of fixed to 
variable costs. Acceptance of this rate theory for railroad rate-making 
would permit the railroads to depart from standard rates whenever 
actual costs of specific movements varied from the average cost. It 
would enable the recapture of certain traffic which has been diverted 
to higher cost transport agencies because the railroad rates were predi- 
eated on average costs rather than the lower actual costs of handling 
such traffic. 

It might be inferred from the outline of issues presented in this 
paper that responsible public officials are unaware of the cause, incidence 
and long-run implications of our contemporary problems in the field 
of transport regulation. Such is not the case. Official awareness is 
present in full measure but corrective action has lagged. 

Congress has conducted in the postwar period a series of full-scale 
investigations covering practically all major aspects of Federal policy 
in the transportation field. Although some reports were issued and 
a large number of legislative proposals were introduced there has been 
little positive action. 

However, the fact that Congress has intensively considered many of 
these proposals offers some tangible prospect for their adoption. 

In substance, enactment of various proposals before Congress would 
bring under regulation large areas of exempt transportation, broaden 
regulatory controls over the retention of operating rights and extension 
of service, limit the scope of contract and private carriage, increase 
Federal authority over intrastate rates and services and relax important 
rate controls. These revisions of regulatory policy and standards would 
strengthen the prospects of maintaining a common carrier system of 
transportation under private ownership and management. 
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CONSOLIDATION OF BUREAU OF ACCOUNTS AND COST FINDING AND 
BUREAU OF VALUATION 


The Interstate Commerce Commission has approved the consolida- 
tion of the Bureau of Accounts and Cost Finding, and the Bureau of 
Valuation, effective January 1, 1954, according to an announcement made 
by Managing Director Hamm on December 11th. 

The name of the new Bureau will be Bureau of Accounts, Cost Find- 
ing and Valuation. 

The change in organization is the second major reorganization step 
taken by the Commission since the issuance of the survey report on the 
organization and operations of the Commission which was prepared for 
the Senate Committee on Interstate and Foreign Commerce by the Wolf 
Management Engineering Company of Chicago. This action follows the 
first major change, the appointment of a Managing Director of the 
Commission on August 26, 1953. 

Appointed as the Director of the new Bureau is Mr. Cecil W. Emken, 
formerly Director of the Bureau of Accounts and Cost Finding, and ap- 
pointed as Assistant Director is Mr. John E. Hansbury, formerly Acting 
Director of the Bureau of Valuation. 

Mr. Emken has been with the Commission for 26 years, prior to 
which he served 10 years in the Accounting Department of the Union 
Pacific Railroad Company. 

Mr. Hansbury joined the Interstate Commerce Commission staff in 
September, 1914 at the inception of valuation work. 





LEGAL-STUDY GROUP APPOINTED 


Herbert Hoover, chairman of the Presidential Commission on Gov- 
ernment Reorganization, on January 11 named a task force to study the 
legal services and procedure of Federal agencies. It will be headed by 
Judge James M. Douglas of St. Louis, former Missouri Supreme Court 
justice. 





LIFE’S RECORDS CLOSED 
By Epwarp H. DeGroot, Jr., Chairman, 
Memorials Committee 


Parker McCollester, Lord, Day & Lord, 25 Broadway, New York, 
N. Y. Mr. McCollester was a charter member of this Association and 
was President of the group in 1940-41. 








Rail Transportation 


By Joun F. Doneuan, Editor 





FORMAL MATTERS 
Indiana Intrastate Coal Rates 


The I. C. C. has found that present intrastate bituminous coal rates 
in Indiana should be raised to the level of interstate rates authorized in 
Ex Parte 175. In contrast with the increase of 12 percent, maximum 
40 cents per net ton as authorized in Ex Parte 175 on interstate com- 
merce, the Public Service Commission of Indiana granted an increase 
of only 6 percent, maximum 20 cents per ton. The I. C. C. found that 
this brings about unjust discrimination between intrastate and interstate 
commerce. Commissioners Knudson, Arpaia and Tuggle did not par- 
ticipate in the disposition of the case. Commissioner Freas dissented. 





Terminal Services 


In a report and order by the I. C. C. November 24, 1953, in Ex Parte 
104—Part II, Terminal Services, the Commission found that switching 
services performed by respondent Panhandle & Santa Fe Railway Com- 
pany for American Smelting and Refining Company beyond tracks pre- 
scribed, without charge in addition to the line-haul rates to be in viola- 
tion of Section 6(7) of the Interstate Commerce Act. 





Scrap Iron and Steel Rates 


In a proposed report by Examiner Paul J. Clerman, in No. 31298— 
Farrell Cheek Steel Company v. New York Central Railroad Company, 
Et Al., he has recommended rates on scrap iron and steel for remelting 
purposes from Anderson, Muncie and Portland, Indiana to Sandusky, 
Ohio be found unreasonable for the future but not in the past. 





Pulpwood—Southern Territory 


On December 3, 1953, in Docket 30958, the Interstate Commerce 
Commission held reduced rates on pulpwood, carloads, from and to cer- 
tain points in southern territory which were made effective November 1, 
1951, to be less than minimum reasonable rates. A table of minimum 
reasonable rates was prescribed. 





Freight Car Per Diem 


In supplemental orders in Docket 31358, Freight Car Per Diem, 
issued by the Commission, the New York Central Railroad, the Pittsburgh 
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& Lake Erie Railroad Company, the Indiana Harbor Belt Railroad Com- 
pany, the Toronto, Hamilton & Buffalo Railway Company, the Northern 
Pacific Railway Company, the Pittsburgh and Shawmut Railroad, the 
Delaware, Lackawanna and Western, the Rock Island, the Southern 
Pacific Company, Texas and New Orleans Railroad and Union Pacific 
Railroad have been authorized to intervene. 





FINANCE MATTERS 
D. & R. G. W. Common Stock 


By order of the Commission December 4, 1953 in F. D. 18266, the 
Denver & Rio Grande Western Railroad was authorized to issue 581,728 
additional shares of $100 par common stock. A part is to be distributed 
as a stock dividend on the basis of one-half additional share for each 
share of common stock now outstanding. The remainder is to provide 
for the conversion rights of outstanding preferred. 





ABANDONMENTS 
Huntingdon & Broad Top Mt. R. R. 


The I. C. C. has announced in F. D. 18017, that the Huntingdon 
& Broad Top Mountain Railroad and Coal Company Trustee has been 
authorized to abandon the entire line of railroad. 





National Coal Ry. 


Division 4 of the Interstate Commerce Commission has authorized 
the National Coal Railway Company to abandon its line of railroad and 
abandonment of operation by the Utah Railway Company, lessee, of the 
former’s entire line of railroad in Carbon County, Utah. 





Joplin-Pittsburgh R. R. 


The I. C. C. has also announced that in F. D. 18300—Joplin-Pitts- 
burg Railroad Company has been authorized to abandon its entire line. 





STATISTICS 
Private Car Leasing 


In a revised second quarter 1953 report of cars furnished to or on 
behalf of carriers the Interstate Commerce Commission lists a total of 
286,503 such cars. Of this total, 107,763 are refrigerators and 120,431 
are tank cars. 

Revenue for the quarter was $65,304,000, of which $56,536,000 
accrued on a mileage basis. 

31,058 of the cars were operated by railroad and express companies 
under lease. 
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Reports of Operating Statistics 


By order dated October 21, 1953 the I. C. C. has modified its out- 
standing order with respect to operating statistics to be filed monthly 
by Class I steam railways. The modification effective January 1, 1954 
is as follows: 


Sec. 122.3 Operating Statistics. Commencing with the month of 
January 1954, and monthly thereafter until further order, each and 
every class I steam railway, including class I switching and terminal 
companies, subject to the provisions of Section 20, Part I of the 
Interstate Commerce Act, is hereby required to file monthly reports 
of operating statistics in accordance with forms of reports and notes 
of instructions thereon designated. 


Form OS-A—Freight Train Performance 

Form OS-B—Passenger Train Performance 
Form OS-C—Yard Service Performance 

Form OS-D—Revenue Traffic 

Form OS-E—Fuel and Power Statistics 

Form OS-F—Motive Power and Car Equipment 


Provided, however, that Class I switching and terminal companies are 
not required to submit reports on forms designated Forms OS-A, 
OS-B, and OS-D. Such monthly reports shall be filed in duplicate 
in the Bureau of Transport Economics and Statistics, Interstate 
Commerce Commission, Washington, D. C., on or before the dates 
indicated in the notice on each form. (Sec. 12, 24 Stat. 386, as 
amended ; 49 U. S. C. 20, 913). 





Passenger Traffic Statistics 


For the eight-month period ending with August 1953, 110 steam 
railways suffered a decrease of 4% in revenue for the transportation of 
passengers in coaches. The decline was from 340 Million Dollars to 
326 Million Dollars. Revenue for the transportation of passengers in 


parlor and sleeping cars declined 14.9%, or from 222 Million to 189 
Million. 





Pipe Line Traffic 


During the third quarter of 1953 revenues of 57 pipe line companies 
total 140 Million Dollars, which was an increase of about 3 Million Dol- 
lars from the 1952 earnings. Comparisons of number of barrels origi- 
nated and received from connections are 841 million in 1952 and 919 
million in 1953. 
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PERSONNEL MATTERS 
1. C. C. Appoints Consultant on Reorganization 


EK. F. Hamm, Jr., Managing Director of the I. C. C., announced on 
December 22 the appointment of Cornelius Lynde of Washington, D. C., 
as a consultant. He will advise Mr. Hamm in connection with the reor- 
ganization of the Commission and its administrative work. 

Mr. Lynde has had extensive experience in administrative law. 
Before he had graduated from the study of law he worked in the law 
department of the Chicago & North Western Railway, of which his 
father was general solicitor, and later vice president. Since 1910 he 
has specialized in interstate commerce law. Since then Mr. Lynde has 
represented many interests before the Commission and the United States 
Supreme Court in rate and transportation matters. 








MISCELLANEOUS 
IRS Transportation Tax Ruling 


The Internal Revenue Service made public recently Revenue Ruling 
284 in which it reversed a previous ruling in regard to the tax on trans- 
portation of property. 


‘*Tt has been the position of the Internal Revenue Service,’’ it said, 
‘‘that the tax on the transportation of property does not apply to 
amounts paid or allowed to a person engaged in the business of trans- 
porting property for hire or transporting property purchased for his 
own use. Upon reconsideration it is now held that since amounts paid 
or allowed to a carrier for such transportation are not specifically 
exempted from the tax and in view of the above-quoted provisions of 
law and regulations the amounts so paid or allowed are properly sub- 
ject to tax.’’ 





Office of Defense Mobilization Transportation Order 


The Office of Defense Mobilization, by order has assigned to the 
I. C. C. Commissioner who is responsible for the supervision of the 
Bureau of Service and to the Secretaries of Commerce, Army, Treasury 
and Interior within their respective areas of responsibility, the respon- 
sibility for preparing plans and programs for the most effective use of 
the nation’s transportation facilities, including warehousing, storage and 
port facilities, (a) in preparation for attack conditions, (b) under attack 
conditions and (c) in post-attack rehabilitation. 
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Freight Car and Diesel Locomotive Tax Amortization 


As result of a review conducted by the Office of Defense Mobiliza- 
tion, Director Arthur S. Flemming announced on December 1, a list of 
68 expansion goals covering a wide variety of raw materials and equip- 
ment in which additional capacity is needed. Included in the list are 
freight cars, diesel locomotives, inland waterway vessels of specified 
types, ore cars for the Great Lakes, domestic crude oil refining capacity, 
and domestic oil pipe lines. Director Flemming said that ODM is in- 
viting applications for accelerated tax amortization certificates in these 
areas to meet defense requirements. 

At the same time, Director Flemming announced that further ex- 
pansion in certain areas of production, including railroad terminal and 
facilities, has been suspended and no accelerated tax amortization certi- 
ficates in those areas will be issued on applications filed after December 3. 

Accelerated tax amortization has now been granted for 18,427 new 
or expanded facilities estimated to cost $28,800,257,000. Of this amount, 
about 60 percent or $17,332,828,000 is eligible for rapid tax amortization. 














Motor Transportation 


By Harry E. Boor, Editor 
Attorney, American Trucking Associations, Inc. 





Circuit Court Rules on Private Carriage 


The case of Taylor v. Interstate Commerce Commission, decided by 
the Ninth Circuit Court of Appeals, reversed the Interstate Commerce 
Commission’s holding that contract carrier authority was required by a 
lumber dealer. Taylor purchased lumber in Oregon to fill orders for 
delivery to the buyers f.o.b. their yards in Idaho and transported the 
lumber from Oregon to Idaho in his own trucks. In the Commission’s 
decision, which was appealed, it contended that the policy of Congress 
required it to give a liberal interpretation to the act in favor of estab- 
lishing that the carrier was a contract carrier and not a private carrier. 
In answering this statement, and referring to Sec. 203(17) of the Act, 
the court stated: 


‘‘We think that interpreting this paragraph and paragraph 15 
providing for contract carriers later considered, there is no rule of 
interpretation more liberal for one than the other.’’ 


The court found that there was no express contract for carriage of 
lumber for compensation as the only contract the carrier had with the 
buyers was to sell them lumber f.o.b. Idaho. The court further found 
that there was no evidence that the purchasers knew when they made 
their purchase contract, that the carrier was to bring lumber to them 
in the carriers own trucks. The court concluded by stating: 


‘<Since the theory of the Commission is that the carrier’s gross 
profit was in effect freight charges, an affirmance of the judgment 
would mean that as to each order the carrier would have been re- 
quired to set a fixed profit on his lumber sales and would not be 
allowed to obtain less than that profit plus the cost of the lumber. 
Since the carrier bought his lumber after making a contract of re- 
sale, if on any shipment his purchase price made in a rising market 
was high enough to give him no profit at all, he would violate the 
law if he delivered the lumber to the buyer at the agreed price 
because he would be hauling at less than its established minimum 
rate.’’ 


In conclusion the court stated: 


‘‘The Commission’s burden of proof that the f.o.b. contract for the 
sale of lumber was an implied contract to carry the lumber for the 
buyer as a contract carrier has not been maintained.”’ 
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316 I. C. C. PRACTITIONERS’ JOURNAL 





I. C. C. Upholds ‘Auxiliary and Supplementary” Restriction 
on Frisco Subsidiary 


The six motor carrier certificates held by the Frisco Transportation 
Company, a subsidiary of the St. Louis San Francisco railway, were 
modified by the Interstate Commerce Commission to restrict their use 
to service which is auxiliary or supplementary to rail service. In so 
holding, the Commission upheld Division 5’s ruling that the certificates 
were ‘‘inadvertently issued’’ without the restriction. 

Frisco purchased the rights in a series of transactions with various 
motor carriers, but in approving the transactions, Division 5 issued 
findings which stipulated that the right was reserved to impose such 
limitations or restrictions as the Commission might find necessary to 
insure that the service would be auxiliary and supplementary to train 
service. The certificates however, when issued, did not contain this 
limitation. Frisco maintained that its certificates were based on the 
compliance orders and therefore they were not inadvertently issued, 
since the compliance order did not contain any limitation. The Com- 
mission on the other hand maintained that limitations were specifically 
included in the findings in each case of the finance proceeding. 

Frisco vigorously opposed the ‘‘auxiliary to and supplemental of”’’ 
restriction and contended that in relying upon its unrestricted certi- 
ficates, and upon correspondence it received from the Bureau of Motor 
Carriers, it greatly expanded its operation under the certificates. On 
the other hand the Commission conceded that the orders would have 
some effect on Frisco’s investment but held that the carrier ‘‘could not 
have been unaware that there was some question concerning the type 
of operation it could render under the right.’’ 

In its order the Commission cancelled Frisco’s certificates designated 
as MC 89913 Sub No. 1, 3, 5 and 6 and ordered the issuance of new and 
amended certificates in lieu thereof. The amended certificates are to 
carry the limitations described in the findings in the purchase proceeding. 
The Commission further ordered other certificates held by Frisco be 
modified by insertion of the restriction. 





Virginia Supreme Court Holds 2% Gross Receipts Tax Applicable to 
Virginia Vehicles Leased to Out-of-State Carriers 


The Virginia Supreme Court recently handed down a decision 
which held that an out-of-state trucking company must pay the Virginia 
state 2% gross receipts tax on revenue earned by vehicles which it leases 
in Virginia even though the out-of-state carrier is domiciled in a state 
with which Virginia has reciprocal arrangements. Baggett Transpor- 
tation Company of Birmingham, Alabama, leased equipment which was 
licensed in Virginia, and owned by a Virginia resident, and operated such 
equipment in the services of Baggett Transportation Company. The 
Virginia authorities maintained that such vehicles operating in Virginia 
would be subject to the gross receipts tax and accordingly assessed 
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$6,891 against the Baggett company, Baggett contended that it was 
entitled to reciprocity under an agreement between Virgina and Ala- 
bama, but the court ruled that Baggett had failed to comply with the 
requirement that in order to obtain a waiver, the out-of-state carrier 
must be the owner of the vehicle on which a tax would be levied in 
the absence of reciprocity. 

Virginia was also a party to a recent ten-state meeting in Atlanta, 
Georgia whereby the ten southern states notified Ohio that unless the 
Ohio officials granted reciprocity on their axle mile tax, all ten states 
would retaliate by cancelling reciprocity with Ohio, thus causing the 
Ohio vehicles to register in each of the ten southern states through 
which they pass. At the Atlanta meeting of the ten states, a resolution 
was passed which read in part that: ‘‘It is the unanimous sense of this 
committee that refusal to reciprocate with respect to this tax (the Ohio 
axle mile tax) is destructive of the principles of reciprocity, free flow 
of commence and intercourse between the several states, now therefore, 
be it resolved * * * * that it is the further sense of this committee that 
the reciprocity granted to the State of Ohio with respect to all trucks 
i. the state here represented, should be revoked effective March 1, 
1954.’’ 

The state of Georgia has gone a little further, and has passed a bill 
which will require any vehicle coming from a state which does not 
grant Georgia full reciprocity or charges a mileage tax from Georgia 
vehicles, to pay a $10 per truck permit and a $10 per trip permit for 
each trip through the state. This retaliatory legislation became effective 
January 1, 1954. 





Chamber of Commerce Urged to Support Legislation on 
Contract Carrier Charges 


The transportation and communications committee of the United 
States Chamber of Commerce has gone on record as recommending that 
the Chamber support legislation which would require contract carriers to 
make public the charges that they actually use or assess for their trans- 
portation. The committee found that ‘‘regulated contract carriers by all 
forms of transportation should be required to file and make available 
for public scrutiny the charges they actually levy for the performance 
of transportation service, as are all common carriers, rather than only 
the minimum rates.”’ 

This committee also recommended that a number of the Chamber’s 
present transportation policies be revised or renewed. Another new 
policy recommendation was in connection with the maintenance of trans- 
port facilities used by the government, ‘‘including military agencies to 
the extent feasible, should be contracted to the civilian transport main- 
tenance industry.’’ All of these recommendations must be cleared by 
the Chamber’s Board of Directors and committee on policy and then 
submitted to the membership for final approval. 
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Recent Bureau Ruling on 3% Transportation Tax Causes 
Considerable Confusion 


In April 1953 the Bureau of Internal Revenue, by letter opinion, 
stated that where a motor carrier transports, over its own lines, ship- 
ments from its suppliers, consigned to the carriers terminal, and those 
shipments are actually owned by the carrier and no transportation 
charges are made, there would be no 3% transportation tax applicable. 
These shipments usually move on ordinary revenue bills rather than 
dead-head company bills for company accounting purposes but it is en- 
tirely a bookkeeping transaction and the carrier owns the shipment when 
he takes it on board his own vehicles. 

On December 7, 1953 the Bureau issued a bulletin which would 
indicate that the April opinion might be rescinded. This bulletin in 
effect stated that any amounts paid or allowed to a carrier for trans- 
portation are not specifically exempt from the tax. This ruling was 
intended to cover those pick-up and delivery allowances made in many 
cases or where the for hire carrier actually received transportation com- 
pensation. The Bureau has been asked to clarify the possible misunder- 
standing in the two rulings, each of which contains a different set 
of facts. 





Contract Carriers Conference Petitions I. C. C. for Investigation 
into Transportation Services 


The Contract Carriers Conference of the American Trucking Asso- 
ciations has filed a petition with the Interstate Commerce Commission 
requesting that the Commission conduct an investigation, on its own 
motion, into transportation services now being rendered by motor carriers 
of property in interstate commerce, and on the basis of such investigation 
to make recommendations to Congress for amending those provisions 
of the law which regulate contract carriers by motor vehicle. The 35 
page petition points out that no important legislation affecting the motor 
carriers has been enacted since 1940 and during the intervening years, 
the economic activity of the country has expanded greatly and trans- 
portation facilities of motor carriers have altered to meet the needs and 
demands for service. Specifically the petition requests an investigation 
into Section 203 (14) and 203 (15), which sections contain the defini- 
tions of common and contract carriers by motor vehicle. The petition 
suggests that only carriers performing a service which a shipper could 
perform with his own vehicles should be classified as contract carriers 
and all others should be classified as common carriers. 

The petition also suggests that Section 209 (b), the section which 
sets forth the standards which the Commission must follow in granting 
new permits to contract carriers should be examined, and if legislative 
definitions are changed, the standards for securing a permit should be 
liberalized. 

The first proviso of Section 209 (b), which prevents the Commission 
from including in a permit a limitation as to the person with whom a 
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contract carrier may contract should be examined and if standards for 
securing a permit are eased, the Commission should be granted the right 
to limit permit to transportation for a particular shipper. 

Section 212, which gives the Commission the right, under certain 
conditions, to amend or revoke permits and certificates should receive 
consideration as to allow contract carriers who can not meet a new legis- 
lative definition to convert to the status of common carrier without proof 
of public convenience and necessity. 

Finally, according to the petition, Section 218, which gives the Com- 
mission authority to regulate the rates of contract carriers and set forth 
the manner in which minimum rate schedules must be filed with the Com- 
mission, should be amended so as to give the Commission the power, at 
its discretion, to relieve contract carriers of these requirements. 

The petition goes on to point out that the Contract Carrier Confer- 
ence during the past year has urged all segments of the for-hire motor 
carrier industry to join together in a constructive legislative program 
similar to the one suggested in the petition, but complete agreement 
cannot or has not been reached between all segments of the industry. 
The petition further points out that most of the industry desires to 
resolve the difficulties now encountered and most of the industry con- 
siders the program suggested an equitable one. With this background, 
the petition points out that it would appear that the most expeditious 
and desirable means of clarifying the legislation in question would be 
for the Commission to institute an investigation. 








Water Transportation 
By R. J. Mirre.sronn, Editor, 


Attorney, Waterman Steamship Corporation 





I. C. C. Finance Docket 18261 
Federal Barge Lines, Inc., Purchase 


By Decision and Order dated December 3, 1953 of Division 4, Com- 
missioners Mahaffie, Mitchell and Cross approved the sale of the opera- 
ting rights and equipment of the government-owned Barge Line, In- 
land Waterways Corporation, to certain private interests of St. Louis, 
Missouri, for the sum of nine million dollars, payable thusly, $440,000 
by June 30, 1954, $400,000 annually for a period of nine years subse- 
quent thereto, and the balance of $4,956,000 on or before June 30, 1964. 
Interest which is due annually on the unpaid balance is set at the rate 
of 334%. 

Title to the terminal facilities and operating equipment, as well as 
the I. C. C. certificate of authority will be vested in the Federal Barge 
Lines, Inc., the newly organized firm which was incorporated under the 
Delaware law on June 18, 1953. The outstanding stock of the new 
corporation is owned solely by Shipbuilding and Steel Company of 
St. Louis, Missouri which, in turn, is controlled by Herman T. Pott 
through ownership of 65% of Shipbuilding stock. Pott and Shipbuilding 
engage solely in the construction and repair of vessels and control other 
corporations of similar nature, as well as corporations which finance 
ships built by Shipbuilding. Neither is a carrier subject to the Inter- 
state Commerce Act. 

Provisions in the contract of sale require Federal to offer the same 
type of common carrier service heretofore performed by Inland, includ- 
ing transportation of L.C.L. shipments amounting to not less than 14% 
of its total tonnage, or 375,000 tons annually, whichever is less. Addi- 
tional covenants give protection to employees of the Railroad Division 
of Inland, as prescribed by the Interstate Commerce Commission in 
Chicago and Northwestern Railway Co., Merger, 261 I. C. C. 672. Until 
the entire purchase price and interest have been paid, no dividends what- 
soever may be paid by Federal to its stockholders and all operating funds 
and net income, after taxes, shall be used in a prescribed order of priority 
set out in the contract of sale. In addition, Federal may not sell or 
lease any portion of the operations acquired from Inland unless it ob- 
tains approval of the Interstate Commerce Commission, as well as the 
Secretary of Commerce. 

Inland’s water carrier routes aggregate about 3,400 miles which 
reach most of the important river ports in the States of Minnesota, 
Kansas, Iowa, Nebraska, Illinois, Missouri, Tennessee, Arkansas, 
Mississippi, Louisiana, Alabama, Kentucky and Wisconsin. The water 
carrier transportation facilities owned by Inland as of mid 1953 included 
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256 units of floating equipment in use on the Mississippi River Division 
and 42 units used on the Warrior River Division. The Railroad Section 
of Inland owned and operated 4 locomotives, 62 steel gondola cars of 
70 ton capacity each, 20 steel box cars, 50 ton capacity each, and 2 
caboose cars. All of the property covered by the transfer of sale is 
| unencumbered. 

Pursuant to the provisions of the Act of Congress which created 
Inland Waterways Corporation (Sec. 151-157, T. 49, Chapter 5 of 
U.S. C., June 3, 1924, as amended), the appraised and fair value of all 
of Inland’s properties and equipment were ascertained by the Interstate 
Commerce Commission and reported to the President for his approval. 
Such report was made and the President approved the terms of the 
contract. 





1. C. C. Finance Docket 17734 
Dauntless Towing Line, Purchase 


Division 4, through a majority opinion dated December 18, 1953, by 
Commissioners Johnson and Mitchell, authorized the purchase and trans- 
fer of water carrier operating rights of Eastern Transportation Company 
by the Dauntless Towing Line, a partnership consisting of Chris Nielson, 
Charles M. Miller, Harry W. Miller, Carl Nelson, Hjordis Johnson and 
Julie Taraldsen. 

By its initial report and order of April 10, 1953 (285 I. C. C. 315) 
under Section 5 (2) of the Interstate Commerce Act, the Commission 
had authorized the purchase by the aforesaid partnership of Eastern 
Transportation Company’s rights by Dauntless upon the following ex- 
pressed condition: 


‘‘That, upon consummation of the purchase and certification 
that they have built or purchased adequate vessels with which to 
perform the operation under the rights to be acquired from the 
Eastern Transportation Company on or before 1 year from the 
effective date of this order, Chris Nielson, Charles M. Miller, Harry 
W. Miller, Carl Nelson, Hjordis Johnson, and Julie Taraldsen, a 
partnership doing business under the trade name and style of Daunt- 
less Towing Line, will be entitled to an amended certificate authoriz- 
ing it to perform the service formerly conducted by Eastern Trans- 
portation Company.’’ 


Subsequent to the above conditional grant of operating authority, 
Dauntless filed a petition requesting that the condition precedent to the 
grant of authority be changed to a condition subsequent, making the 
transfer of Eastern’s certificate ineffective, if the applicant failed to 
purchase or build adequate vessels within a two-year period. A few 
weeks later, applicant filed an amendment to this petition requesting the 
condition be further changed to permit Dauntless to acquire the necessary 
vessels through bareboat or demise charter from its so-called wholly- 
owned family corporation—Coastwise Transportation Line, Inc., a water 
carrier not subject to the Interstate Commerce Act. The majority 
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opinion by Division 4 points out that several nephews and a niece of 
the owners of Dauntless are the sole owners of the capital stock of Coast- 
wise. Three of those nephews are key employees of Dauntless. The 
Dauntless partnership owns all the tug boats and no barges, and the 
Coastwise Lines owns all the barges but no tugs. Because Dauntless 
controls the Coastwise barges through bareboat or demise charter, it 
contends it thereby acquired the necessary equipment to provide the 
service formerly afforded by Eastern. 

Admitting that Dauntless does not have legal control over Coast- 
wise or its equipment, the majority opinion recognizes the family rela- 
tionship between the owners of Dauntless and the owners of the capital 
stock of Coastwise, as well as the employment of the Coastwise stock- 
holders of Dauntless, as sufficient to give Dauntless a measure of 
*‘actual’’ control over Coastwise. On recognition of this type of control 
by Dauntless over Coastwise, the majority opinion authorizes deletion 
of the expressed condition from the original grant of authority. 

In his dissenting opinion from the majority, Commissioner Mahaffie 
emphasized these important facts: 

The majority opinion concedes that Dauntless has no legal control 
over Coastwise and yet inconsistently concludes that Dauntless ‘‘has the 
power to acquire’’ barges by charter because of a family and employ- 
ment relationship between the owners of the two companies. Commis- 
sioner Mahaffie points out that alleged control resting on such intangibles 
as family and employment relationship can only be a matter of specu- 
lation which certainly is not a sufficiently firm foundation to warrant 
the issuance of an irrevocable permit to a carrier that itself owns no 
vessels. 





1. C. C. Finance Docket 18302 


Application of T. H. Browning Steamship Company, Inc., 
and Nicholson-Universal Steamship Company 


Upon request of T. H. Browning Steamship Co., Inc., the appli- 
cation filed on October 14, 1953 under Section 312 of the Interstate 
Commerce Act for authority to acquire the certificate and order issued 
to Nicholson-Universal Steamship Company in No. W-357, February 
17, 1949, has been considered withdrawn and the application formally 
dismissed. 





I. C. C. Docket W-1068 
Ashland Oil & Refining Company—Temporary Authority 


By its order dated December 8, 1953, the Commission, at request 
of applicant, permitted withdrawal of application made under Section 
311 (a) of the Interstate Commerce Act for temporary authority as 
a carrier by water to transport one shipment of steel expansion joint 
from New Orleans, La., to Beckjord Station (near New Richmond), 
Ohio, and dismissed the formal application. 
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I. C. C. Docket W-1033 (Sub No. 2) 
States Marine Corporation of Delaware—Common Carrier Application 


By its order dated December 18, 1953, the Commission denied 
petition of West Coast Trans-Oceanic Steamship Line to reopen the 
above proceeding for reconsideration and ordered reinstated as of 
January 6, 1954, the certificate and order granted States Marine on 
September 9, 1953, authorizing the latter to engage in the transportation 
of rough or dressed lumber and timber from designated West Coast 
ports to ports and points along the Atlantic Coast from Hampton 
Roads to Eastport, Maine, inclusive. 





Ex Parte No. 161 
Filing of Contracts by Contract Carriers by Water 


In a recent report and order of the Commission, Division 1 found 
in the above designated proceeding that ‘‘there is at this time no need 
to require contract carriers by water to file with the Commission copies 
of their contracts, charters, or agreements with shippers for the trans- 
portation of property, or other services incidental thereto subject to 
part III of the act performed by such carriers.’’ 

Supporting the promulgation of rules and regulations requiring 
contract carriers by water to file their contracts, charters, agreements, 
etc. with the Commission were the three Atlantic-Gulf coastwise common 
carriers, Pan-Atlantic Steamship Corporation, Newtex Steamship Cor- 
poration and Seatrain Lines, Inc., the Columbia Basin River Operators, 
C. G. Willis, the Intercoastal Steamship Freight Association, the 
Mississippi Valley Barge Line Company, Agwilines, Inc., Eastern Steam- 
ship Lines, Inc., Merchants and Miners Transportation Co., Ocean 
Steamship Company of Savannah, Philadelphia & Norfolk Steamship 
Company, Coastwise Line, Eastern Railroads, Atlantic Coast Line 
Railroad Co., Central of Georgia Railway Co., Florida East Coast 
Railway Co., Illinois Central Railway Co., Louisville and Nashville 
Railroad Co. and Southern Railway Company. 

In opposition to the filing of contracts with the Commission were: 
Atwacoal Transportation Co., The American Waterways Operators, Inc., 
Union Sulphur & Oil Corp., Oliver J. Olson & Co., W. T. Burton Co., 
Stevens & Co., and Louisiana Materials Co. 

In its decision and order discontinuing the proceeding, Division 
I pointed up the fact that permits authorizing the transportation of 
property by water are held by 41 contract carriers, a number of which 
are either not in operation today or are now engaged solely in non- 
regulated services. In only one instance has it ever been necessary to call 
a contract carrier by water to task and require it to file copies of its 
shipper agreements and contracts with the Commission. This was in the 
ease of Atwacoal Transportation Co., Minimum Rates, 283 I. C. C. 647 
decided November 28, 1951. Accordingly, Division I concluded that the 
water contract carriers are not causing a substantial distress to other 
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carriers and are not violating any requirements of Section 306 (e) 
of the Act. The case of one carrier failing to comply with such provision 
of the statute raises no presumption that contract carriers are violating 
the law. The authority under which the Commission may require the 
filing of contracts is discretionary; it should be exercised only when 
it is in the public interest to do so. 





I. C. C. Docket W-587 (Sub No. 27) 
Foss Launch & Tug Co.—Extension—Eagle Harbor 


Through a proposed report in the above docket, Examiner F. H. 
Schweickhardt recommends extension of applicant’s certificated opera- 
tions as a common carrier to include the performance of freight-car 
ferry service by non-self-propelled vessels with the use of separate 
towing vessels between Seattle and Eagle Harbor (Bainbridge Island) 
Washington. Under its present certificate, Foss Launch & Tug Com- 
pany is already authorized to operate as a common carrier with tug- 
barge equipment in the transportation of commodities generally between 
ports and points along the Pacific Coast and tributary waterways and 
in the performance of freight-car ferry service between limited and 
designated ports in the State of Washington. 

The Examiner points out that the proposed service was previously 
maintained by the Chicago, Milwaukee, St. Paul and Pacific Railroad 
which has recently abandoned the freight car ferry service between 
Seattle and Eagle Harbor, leaving the shippers without other needed 
service. Finding the applicant a successful operator by water for 
many years and in possession of adequate facilities and equipment to 
provide the service required by public convenience and necessity, the 
Examiner recommends granting the additional authority requested. 





I. C. C. Docket W-1041 
Isbrandtsen Company, Inc.—Common Carrier Application 


By its order of December 7, 1953, the Commission denied the 
petition of Luckenbach Steamship Company, Inc., and Pope & Talbot, 
Inc., for reconsideration, further hearing and oral argument, as well 
as petitions for reconsideration by West Coast Trans-Oceanic Steamship 
Line, Port of New York Authority on grounds that reasons set forth 
in said petitions did not constitute good and sufficient cause for re- 
opening the proceeding. 

Accordingly, the Commision ordered that the certificate and order 
dated September 10, 1953 granting Isbrandtsen certain operating 
authority in the intercoastal trade be reinstated and made effective 
December 28, 1953. 
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Confronted with Labor Disturbances Seatrain Offers to Divert Cars 
Via All Rail Route and Absorb Additional Charges 


The Interstate Commerce Commission through Special Permission 
No. 59539 granted to Seatrain Lines, Inc., authority to publish its 
Freight Tariff No. A-1, I. C. C. 109, containing the following provisions: 


‘*Rail-water or rail-water-rail carload shipments routed via Sea- 
train Lines, Inc. moving to the ports under specific permits issued 
by Seatrain Lines, Inc., pursuant to its embargo notice No. 1, as 
amended, for shipments on scheduled sailings after December 24, 
1953, and which, after arrival at loading port of Seatrain Lines, 
Inc., cannot be transported by Seatrain Lines, Inc., in furtherance 
of the transportation for which the permit was issued due to strike 
or other labor disturbances at its terminal or terminals will, at 
the request of shipper, consignee or owner, be forwarded by Sea- 
train Lines, Inc., via all-rail routes from its loading port to the 
destination shown on the permit. Such shipments will be assessed 
the actual freight charges applicable thereto as per tariffs lawfully 
on file with the Interstate Commerce Commission from point of 
original shipment to its destination via direct all-rail routes, and 
additional charges, if any, incurred by reason of such rerouting 
will be assumed by Seatrain Lines, Inc.’’ 





1. C. C. Docket W-1055 (Sub No. 1) 
Alaska Freight Lines, Inc., Application 


The Proposed Report issued by Examiner Claude A. Rice in the 
above docketed matter recommends that the proposed intercoastal 
transportation service of Alaska Freight Lines, Inc., as a common 
carrier, between Ports on the Pacific Coast and ports on the Gulf of 
Mexico, by the use of tow-boats and barges, many of the latter to be 
interchanged at New Orleans, La., with carriers operating on the 
Mississippi River be found not shown to be economically practicable. 





1. C. C. Finance Docket 18306 
Luckenbach Gulf Steamship Company, Inc. 
Certificate Transfer 


By its Decision and Order of December 22, 1953, Division 4 of the 
Commission approved transfer to States Marine Corporation of Delaware 
of the fifth amended certificate and order dated June 6, 1950, issued in 
Nos. W-512 and subnumbers thereto, to Luckenbach Gulf Steamship 
Company, Inc., except to the extent that the certificate authorizes the 
transportation of sulphur in bulk between Gulf ports and Pacific coast 
ports, and commodities generally from Galveston and Houston, Tex., 
to Mobile, Ala., and Tampa, Fla. 
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1. C. C. Docket W-388 (Sub No. 8) 
Waterman Steamship Corporation 
Request for Extension of Temporary Authority 


Under the above docket reference, Waterman Steamship Line has 
filed request with the Commission for extension of its temporary operat- 
ing rights to operate as a common carrier in the transportation of com- 
modities generally eastbound from California ports to New York Harbor 
area until such time as final determination has been made on its pending 
application for permanent rights in Docket W-388, Sub. No. 7. 
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0. Regulation 
O01. State Law 


The laws of Texas and an agreement between applicant and the city of Tyler 
pertaining to maintenance within Tyler or elsewhere in Texas of public and general 
offices, machine shops, roundhouses or other facilities have no necessary relation to 
economy and efficiency in operation or service to the public, but on the contrary 
would hinder such operation and service and thereby impose an undue burden upon 
the unified operations and upon interstate commerce. F. D. 18116, St. Louis Soutb- 
western Ry. Co. of Texas Lease, KR o€ of , Dec. 18, 1953, Div. 4. 


02. Interstate Commerce Act 


Held, there is at this time no need to require contract carriers by water to file 
with the Commission copies of their contracts, charters, or agreements with shippers 
for the transportation = property, or other services incidental thereto —, to 
Part III of_the Act perform 4 by such carriers. Ex Parte No. 161, Filin Con- 
tracts by Contract Carriers ater, oe A , Nov. 27, 1953, Div. 1. 


06. Commission Jurisdiction 


Where a bona fide effort by the carriers has been made to justify the authorized 
increases before the State Commission, it is not essential to the Interstate Commerce 
Commission that the State Commission make an affirmative finding, citing Alabama 
Intrastate Fares, 1948, 273 1. C. C. 627, 635-6. Held, respondents have exhausted their 
remedy before the Indiana Commission. No. 31112, Indiana Intrastate Bituminous 


Coal Rates, i Sos Mens Nov. 16, 1953, Commission. 

Part IV of the Interstate Commerce Act confers upon Commission no power 
to award reparation on past shipments, but Commission does have jurisdiction to 
make an administrative determination of the lawfulness of charges collected by 
freight forwarders on such shipments, citing Embassy Distributing Co., Inc. v. 
Western Carloading Co., 280 1. C. C. 229. No. 31176, Schetky Equipment. Corp. v. 
National Carloading Corp., pit Di Mi Sees Nov. 27, 1953, Div. 2. 

Where the certificates in each of five prelate “Ae were based upon the findings 
in finance proceedings, held, such certificates may not authorize operations greater 
than those for the performance of which the Division of the Commission authorized 
the purchase. To the extent that the certificates issued failed to reflect the character 
of authority granted by the findings, such deficiency or deviation from the findings 
was inadvertent and consequently the certificates, departing as they do from the 
findings in the finance reports, were inadvertently issued. Under these circumstances 
the certificates may be revoked, and certificates in accord with the findings issued 
without proceeding in accordance with the provisions of Section 212 (a) of the Act. 
MC-89913, Sub 1, Frisco Transportation Co. Extension—Joplin-Miami, iS ol of 

, Dec. 7, 1953, Commission. 


07. Administrative Procedure 


Where applicant seeks to reopen proceeding to receive letters indicating shipper 
support, found, the form letters applicant seeks to have received in evidence appear 
to have been prepared by fom and raise doubt as to the extent to which they 
represent the views of the shippers who signed them. In the circumstances, they 
would not, even if received in evidence, be entitled to sufficient weight to support a 
ant of operating authority. MC-72262, Sub 2, Burnside Motor Freight Lines, Inc., 

xtension—Intermediate Points, not to be printed, Dec. 10, 1953, Div. 5. 
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10. Carriers 
16. Corporate Reorganization 


20. Franchises 
21. Necessity 


Fact that applicant will transport shipments consigned to one of its stockholders 
does not constitute a bar to the granting of authority where shipments are sold 
to him f.o.b. destination and shipper pays transportation charges. If any destructive 
competitive practices, favoritism or discrimination arise in the future, the Commis- 
sion has ample power to deal with them. MC-113678, Curtis, Inc., Common Carrier 
Application, not to be printed, Nov. 24, 1953, Div. 5. 

point, on rehearing, held fit and able to perform proposed service. MC- 
111758, Liquid Carriers, Inc—Common Carrier Application, not to be printed, 
Nov. 25, 1953, Div. 5. . : 

Modification of trackage agreement to increase compensation apogoved. F.. 2. 
ag Chicago Great Western Ry. Co. Joint Use, not to be printed, Dec. 11, 1953, 

iv. 4. 


GRANTED 


MC-23980, Arizona Express, Inc., Common Carrier Application, not to be printed, 
Nov. 24, 1953, Div. 5. : 7 

W-895, Sub 8, Shepard Steamship Co. Contract Carrier Application, not to be 
printed, Dec. 7, 1953, Div. 4. 


DENIED FOR FAILURE OF PROOF 


MC-49130, Sub 1, Jacob Veen Contract Carrier Application, not to be printed, 
Nov. 24, 1953, Div. 5. 

MC-112842, Sub 1, Hamby Brothers, Inc., Common Carrier Application, not to 
be printed, Nov. 24, 1953, Div. 5. ' 

MC-113411, John H. Rogers Common Carrier Application, not to be printed, 
Nov. 25, 1953, Div. 5. ; 

MC-113664, Fleetway Transport, Inc., Common Carrier Application, not to be 
printed, Dec. 14, 1953, Div. 5. 


22. Quality 


The transportation of shipments originating at “mills located at such distances 
from rail sidings as to make rail service available only by means of highway or 
water transportation between mills and ss is subject to change and the extent 
of the application of such a restriction would be questionable. Restriction found 
indefinite and uncertain. MC-114095, Western Produce Express, Inc., Common 
Carrier Application, not to be printed, Dec. 15, 1953, Div. 5. 


24. Extensions 


In applications to “close the gap” the controlling factor is whether the “gap” 
prevents the movement of system traffic over a route essential to the system. 
MC-1501, Sub 66, The — Corporation Extension—Cairo, Ga., not to be 
printed, Nov. 18, 1953, Div. 5. 
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Evidence as to shipments transported by an applicant in equipment which was 
at the time leased to another carrier and moving under the latter’s operating 
authority may be considered only in connection with the issue of fitness and ability 
of the applicant to perform a proposed operation and not as establishing a need 
for a proposed additional service, citing Russell Von Der Abe Extension—Household 
Goods, 51 M. C. C. 253. MC-69316, Sub 2, Geo. W. Donner Extension—Southern 
States, not to be printed, Nov. 18, 1953, Div. 5. 

The broad assertion that delays have occurred without documentary substan- 
tiation, or at least without identification of the traffic in a manner sufficient to enable 
or require the protesting carriers to explain any alleged defects in service, does not 
warrant a finding that the existing carriers have failed to provide an efficient and 
adequate service. MC-21531, Sub 3, Roy B. Stewart Extension—New Hampshire, 
not to be printed, Nov. 24, 1953, Div. 5. 

Where the commodities transported in the common and contract phases of 
applicant’s operations would not be competitive and the possibility that applicant 
may be called upon to provide service for the same shipper in both operations is 
remote, the resulting dual operations will be consistent with the public interest and 
the national transportation policy. MC-100858, Sub 11, Masbkin Freight Lines, Inc., 
Extension—Port Newark, N. J., not to be printed, Nov. 24, 1953, Div. 5 

Restriction on authority to transport in secondary movements to traffic having 
had a prior initial movement from the sites of certain specific automobile plants 
held unduly restrictive, impracticable from a regulatory standpoint, and generally 
contrary to the public interest. MC-62537, Sub 52, Great Lakes Forwarding Corpo- 
ration Extension—Automobiles, not to be printed, Nov. 25, 1953, Div. 5 

Authority to transport automobiles and trucks includes authority to haul the 
chassis thereof. MC-62537, Sub 52, Great Lakes Forwarding Corporation Extension 
—Automobiles, not to be printed, Nov. 25, 1953, Div. 5. 

Granted in part, following MC-105813, Sub 3, Belford Extension—Dairy Products, 
Oct. 17, 1952. MC-107107, Sub 38, Sidney Alterman Extension—Florida, not to be 
printed, Dec. 3, 1953, Div. 5. . 

Where certain of applicant’s other authority is duplicated by that granted herein 
but is not susceptible to ready elimination, it will be understood that any duplica- 
tion between the authority granted herein and that now held by applicant shall 
not be construed as conferring more than a single operating right. MC-15167, 
7 4 Paul F. Cullum Extension—Massachusetts, not to be printed, Dec. 4, 1953, 

iv. 


Restriction of type of vehicle to one which is “dustproof and rainproof” is un- 
necessary. Request to transport “unused” and “excess” materials and_ trimmings is 
y rer mA and impracticable. MC-101219, Sub 27, Merit Dress Delivery, Inc., 

0 


Extension—Boston, Mass., not to be printed, Dec. 8, 1953, Div. 5. 


GRANTED 


MC-107544, Sub 19, Lemmon Transport Co., Inc., Extension—W yoming County, 
West Virginia, not to be printed, Nov. 24, 1953, Div. 5. 

W-594, Sub 7, Union Sulpbur and Oil Corp. Extension—Lumber, not to be 
printed, Dec. 7, 1953, Div. 4. ; 

MC-42487, Sub 230, Consolidated Freightways, Inc., Extension—Travis Air Force 
Base, not to be printed, Dec. 7, 1953, Div. 5. 

MC-75185, Sub 195, Service Trucking Co., Inc., Extension—Meats—Detroit, 
not to be printed, Dec. 8, 1953, Div. 5. 

MC-30852, Sub 12, George B. Holman & Co., Inc., Extension—Television Trans- 
mitting Equipment, not to be printed, Dec. 15, 1953, Div. 5. 


GRANTED IN PART 


MC-105678, Sub 7, Seco Trucking Co. Extension—Senter, Mich., not to be 
printed, Nov. 20, 1953, Div. 5. 

MC-30837, Sub 139, Kenosha Auto Transport Corp. Extension—Los Angeles, 
Calif., not to be printed, Nov. 25, 1953, Div. 5. 

MC-61599, Sub 107, Queen City Coach Co. Extension—Blacksburg and York, 
not to be printed, Nov. 25, 1953, Div. 5. 
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MC-111196, Sub 4, R. Knutgman, Inc., Extension—Fertilizer from Baltimore, 
not to be printed, Dec. 2, 1953, Div. 5. 
_ MC-7768, Sub 9, A. J. Weigand, Inc., Extension—Malt Beverages, not to be 
printed, Dec. 4, 1953, Div. 5. ; ; 
MC-110687, Sub 4, Rogers Truck \Line Extension—Nebraska, not to be printed, 
Dec. 8, 1953, Div. 5. 


DENIED FOR FAILURE OF PROOF 


MC-101075, Sub 10, Transport, Inc., Extension—Sioux Falls, not to be printed, 
Nov. 17, 1953, Div. 5. 

MC-107952, Sub 36, Clarence Rufus Miller Extension—Canned Goods, not to 
be printed, Dec. 7, 1953, Commission. 

MC-113528, Sub 2, y Ke el Lines, Inc. Extension—Mobile-Pensacola, 
not to be printed, Dec. 8, 1953, Div. 5. 


24.1. Alternate Routes 
GRANTED 


_ MC-52709, Sub 46, Ringsby Truck Lines, Inc., Extension—Wyoming, not to be 
printed, Nov. 25, 1953, Div. 5. 
_ MC-72418, Sub 6, A. B. & C. Motor Transportation Co., Inc., Extension, U. S. 
Highway 44, not to be printed, Nov. 25, 1953, Div. 5. 
MC-52709, Sub 49, Ringsby Truck Lines, Inc., Extension—Colorado Highway 14, 
not to be printed, Dec. 10, 1953, Div. 5. 


GRANTED IN PART 


_ MC-2130, Sub 40, Couch Motor Lines, Inc., Extension—Alternate Route, Bossier 
City, not to be printed, Dec. 11, 1953, Div. 5. 


DENIED 


MC-108589, Sub 4, Eagle Express Co.—Alternate Routes, not to be printed, 
Dec. 15, 1953, Div. 5. 


27. Transfer 


Approved. MC-FC-55450, Middendorf Bros., Inc—Transfer—Mack Corwin, Inc., 
not to be printed, Dec. 9, 1953, Div. 5. 


29. Abandonment 


Authorized on four segments totaling 21.628 miles. Deferred on two segments 
totaling 3.385 miles. F. D. 18292, Western Maryland Ry. Co. Abandonment, not to 
be printed, Nov. 23, 1953, Div. 4. 

Authorized with condition that applicant shall sell the line or any portion of it, 
at a price not less than the fair net salvage value, to any responsible person, firm 
or corporation ae. within 40 days to purchase the line for continued operation. 
9.428 miles F. D. 17851, National Coal Ry. Co., Abandonment, not to be printed, 
Dec. 1, 1953, Div. 4. eee 

Lease application approved and abandonment application dismissed. F. D. 17827, 
Texas State R. Abandonment of Operation, not to printed, Dec. 7, 1953, Div. 4. 


AUTHORIZED 


83.96 miles of car ferry service and 2.46 miles under trackage rights. F. D. 18222, 
coe peor R. Co. Car Ferry Abandonment, Etc., not to be printed, Nov. 19, 

, Div. 4. 

9.57 miles. F. D. 18157, Atlantic Coast Line R. Co. Abandonment, not to be 
printed, Nov. 20, 1953, Div. 4. , 

4.16 miles. F. D. 18284, Oregon Pacific & Eastern Ry. Co. Abandonment, 
not to be printed, Nov. 23, 1953, Div. 4. 
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_ 241 miles. F. D. 18293, Kentucky & Tennessee Ry. Abandonment, not to be 
printed, Nov. 23, 1953, Div. 4. 

9.428 miles. F. D. 17851, National Coal Ry. Co. Abandonment, not to be printed, 
Dec. 1, 1953, Div. 4. 

155.77 miles. F. D. 17889, Denver & Rio Grande Western R. Co. Abandonment, 
not to be printed, Dec. 1, 1953, Div. 4. ; 

2 miles. F. D. 18231, Pennsylvania-Reading Seashore Lines Abandonment, 

not to be printed, Dec. 1, 1953, Div. 4. 

.27 miles. F. D. 18267, Great Northern Ry. Co. Abandonment, not to be 
printed, Dec. 1, 1953, Div. 4. 
80 Be — F. D. 18296, Reading Co. Abandonment, not to be printed, Dec. 7, 

, Div. 4. 

25 miles. F. D. 18300, Joplin-Pittsburg R. Co. Abandonment, not to be printed, 
Dec. 7, 1953, Div. 4. ' 
_ 54.805 miles and certain operations under trackage rights. F. D. 18017, Hunt- 
ingdon & Broad Top Mountain R. and Coal Co. Trestee Abandonment, not to be 
printed, Dec. 9, 1953, Div. 4. ; 

5.6 miles. F. D. 18091, Chicago, Rock Island & Pacific R. Co. Abandonment, 
not to be printed, Dec. 10, 1953, Div. 4. 


















30. Finances 


33. Securities 





In this proceeding, held, sale of notes at ney ye bidding should not be 
required. F. D. 18289, Wabash R. Co. and Chicago & Eastern Illinois R. Co. Com- 
petitive Bidding Exemption, ........ ag a eee , Dec. 16, 1953, Div. 4. 














34. Purpose 


Improvements on leased property may be regarded as capitalizable assets if, 
but not unless, they have been made on property of which the lessee is the virtual 
owner, citing Louisville & N. R. Co. Securities, 76 1. C. C. 718. F. D. 18266, Denver 
& Rio Grande Western R. Co. Stock, ........ Sf ee , Dec. 4, 1953, Div. 4. 


EQUIPMENT TRUST CERTIFICATES 


F. D. 18031, Pennsylvania R. Co. Equipment Trust Certificates, not to be 
printed, Dec. 1, 1953, Div. 4. Net Interest Cost—3.20%. 

F. D. 18320, Southern Pacific Co. Equipment Trust Certificates, not to be 
printed, Dec. 15, 1953, Div. 4. Net Interest Cost—3.07%. ; 

F. D. 18335, Louisville & Nashville R. Co. Equipment Trust Certificates, not to 
be printed, Dec. 16, 1953, Div. 4. Net Interest Cost—3.07%. 


STOCK 


F. D. 18312, Lebigh Valley R. Co. Stock, not to be printed, Nov. 19, 1953, Div. 4. 
Stock Option Incentive Plan. 











NOTES 


F, D. 18319, Adley Express Co. Notes, not to be printed, Dec. 8, 1953, Div. 4. 
Terminal a. 

F. D. 18326, Refiners Transport & Terminal Corp. Note, not to be printed, 
Dec. 10, 1953, Div. 4. Equipment Financing. 

F. D. 18329, Upper Merion & Plymouth R. Co. Note, not to be printed, Dec. 10, 
1953, Div. 4. Equipment Financing. 
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50. Service 


55. Transportation 


The service of cutting scrap iron into smaller sizes is not a service of trans- 
portetee for which defendants were responsible. No. 31170, Northwestern Steel & 
ire Co. v. Inland Waterways Corp.. ........ oe, ee , Dec. 2, 1953, Div. 3. 


60. Charges 
61. Rate Making 


Held, the a. railroad rates published by defendants from Gulf ports to 
interior Texas destinations for application on coastwise shipments are interstate rates, 
and clearly are within the issues in these proceedings and the findings made in prior 
report, 288 I. C. C. 601. No. 30279, American Iron & Machine Works v. Akron, 
Canton & Youngstown R. Co., ........ Je) ga , Dec. 16, 1953, Commission. 


63. Commodity Classification 


The term “structural steel” as used in petitioner’s certificate construed to include 
steel channels used for construction of Fork-lift trucks, regardless of their intended 
use, + abla. Sub_15, Carroll Trucking Co. Interpretation of Certificate, ........ 
i nd ee , Dec. 7, 1953, Commission. 


64. Rate Structure 


In the absence of proof that the differences between the cost of transporting of 
freight rated in the lower classes and freight rated in the higher classes is materially 
less than is reflected in the class rates, there is substantial reason to believe that the 
widespread use of class rate stops not only results in undue disadvantage to freight 
rated in the lower classes, but in. effect to a certain extent constitutes avoidance of 
the duty imposed by law on all motor common carriers to afford reasonable trans- 
portation service at reasonable rates on all classes of traffic. 

Differences in the rates as between single-line and joint-line shipments should 
reflect, as nearly as possible, any differences in the costs of performing such services. 
Assuming that defendants’ costs for transporting shipments over joint-line routes 
were greater than over single-line routes, the proper remedy was not to apply 
increased ratings only on joint-line shipments of low rated traffic but rather some 
upward revision in the measure of the joint class rates on all traffic regardless of 
its classification. MC-C-1337, Ford os Co. v. Standard Transportation Co., Inc., 
coendie mM. C. C.......... Nov. I7, 1933, Dav: 3: 

Modifications with respect to meteads of determining the fair and reasonable 
compensation for terminal services approved. No. 9200, Railway Mail Pay, ........ 
tt ae , Dec. 7, 1953, Commission. 


65. Rate Level 


The truckload minimum weight is a factor in the truckload rate, and, in connec- 
tion therewith, should be used in computing the truckload earnings, rather than a 
speculative load in excess thereof, citing Iron and Steel by Roadway Transit Co., 
Mich. to Ill., 42 M. C. C. 747, 71. 1.& S. M-4546, Plusb—Stoneville, N. C. to 
Philadelphia, ........ SE oe nS Nov. 18, 1953, Div. 3. 

Proposed reduced rate on pulpboard boxes and trays, minimum 30,000 pounds, 
found not shown to be just and reasonable. J. & S. M-4033, Paper Boxes— 
Kalamazoo to Indianapolis, ........ 3 oe, oe Nov. 23, 1953, Div. 3. 

Rates on ex-lake iron ore, in carloads, found not shown to have been unreason- 
able. No. 30569, Youngstown Sheet & Tube Co. v. Baltimore & Obio R. Co., 
bisa LGC 2, Now 24,1952, Div: 2. 
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Rates on fibreboard wallboard, in carloads, found to have been unreasonable 
on basis of rate comparisons, the eventual establishment of a transcontinental rate 
on wallboard identical with the lower rate maintained on fibreboard, and the pre- 
scription of a level of rates on wallboard the same as or lower than the level 
prescribed for pulpboard or fibreboard. No. 31133, Armstrong Cork Co. v. Alabama 
Great Southern R. Co. BG. Gi Sess Nov. 24, 1953, Div. 2 

Rates on liquefied ‘petroleum gas in tank-carloads found not a to have been 
unreasonable. No. 31197, Michigan Consolidated Gas Co. v. Atchison, Topeka & 
Santa Fe Ry. Co., UG sy glee , Nov. 24, 1953, Div. 2. 

Proposed reduced rates on unfinished piece goods and related wea minimum 
60,000 pounds, held not shown to be just and reasonable. J. & S. 6059, Unfinished 
Piece Goods—From and Within the South, 4 {es Nov. 4 7053 Div. 2. 

Proposed rates on petroleum products, in tank-carloads, found just and reason- 
able in view of finding that proposed rates are not unduly low so as to cast a 
burden on other traffic and are no lower than necessary to enable the carriers to 
meet competition. J. & S. 6062, Petroleum in North Pacific Coast Territory, 

L i <. » Nov. 25, 1953, Div 

Held, rates of 36 cents, minimum 20,000 pounds, on paper articles are unduly 
and unreasonably low, and that a reasonable and lawful rate is not less than 39 
cents, minimum 30,000 pounds, 

Held, rates of 56 cents, minimum ey pounds, on bakery goods are not un- 
reasonably low or otherwise unlawful. J. & S. M-4379, Paper Articles—Twin Cities 
to Chicago, | oe Dec. 1, 1953, Div. 3. 

Reduced rates on puipboara in carloads, from and to certain points in southern 
territory found to be less than minimum reasonable rates and minimum reasonable 


rates prescribed. No. 30958, Reduced Rates on Pulpwood in Southern Territory, 
. <. &. Dec. 3, 1953, Div. 2. 
Rates charged’ on iron or steel billets, blooms and ingots, in carloads, found 
ore. applicable rates determined and held not unreasonable. No. 31132, 


LeTourneau, Inc. v. Southern R. Co., ........ Ah eee , Dec. 3, 1953, Div. 2. 

Assailed rates on sulphuric acid, in tank-carloads, found not shown unreasonable 

or unduly prejudicial. No. 30007, Columbia Metals Corp. v. Atchison, Topeka & 
Santa Fe Ry. Co., ........ Ge ks ,, Dec. 7, 1953, Commission. 

Rates on iron and steel articles, in carloads, found unreasonable for future and 
reasonable rate basis prescribed. No. 30064, Coleman Co., Inc. v. Akron, Canton 
& Youngstown R. Co., ........ AL rt, sate Dec. 7, 1953, Commission. 

Reduced commodity rates on brass, bronze or copper cable and wire, in truck- 
loads, found just and reasonable. J. & S. M-4255, opper Wire or Cable—New 
York to Washington, D. C., AL otf 2a , Dec. 10, 1953, Div. 3. 

Assailed rate on carload shipments of zinc concentrates held unreasonable to 
extent it exceeded a rate of 85 cents per ton of 2,000 pounds, minimum 50, eC In 
plus the general increases authorized in 1951. No. 31122, National Zinc 
v. Missouri-Kansas-Texas R. Co he , Dec. 15, 1953, Div. 2 


67. Tariffs 


Held, aggregate of intermediates rule may be applied over basing point where 
rate tariff indicated there were no —_ handling facilities and the station had in 
fact been abandoned, since carrier failed to note the abandonment in its station 
list tariff in compliance with Rule 10(i) of Tariff Circular 20. No. 30659, Armour 
& Co. v. Atchison, Topeka & Santa Fe Ry. Co., i. Cc. GC. , Dec. 7, 1953, 
Commission. 


68. Discrimination 


Where reduced commodity rate on formaldehyde, in tank-truck loads, from 
South Point, Ohio to Philadelphia, is subject to conditions that a full minimum truck- 
load of synthetic resin shall have been shipped from Philadelphia to Newark, Ohio, 
that the tank after unloading the synthetic resin shall be suitable for the return 
load of formaldehyde, and that such shipment shall be made immediately upon 
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unloading of the synthetic resin at Newark, Ohio, held not to provide a lawful basis 
for single round-trip movement. However, even if rule were clearly drawn to set 
forth a single round-trip movement by one shipper under single bill of lading, the 
rate would be discriminatory, in view of fact that carrier proposes to establish two 
contemporaneous rates for the same commodity from and to the same points, the 
lower one to apply based on a contin Pp not directly related to the movement 
and for the benefit of one shipper. Les -434], Formaldehyde—Chemical Tank 
Lines, Inc., M. C. C. Nov. 53 1953, ane 4 

Found that existing line-haul rates of respondent must be construed to cover 
the delivery and receipt of interstate shipments at a reasonably convenient point; 
that the storage yard described of record constitutes such reasonably convenient 
point; that the common carrier transportation which respondent is obligated to 
perform begins and ends at that  « point; that all services beyond that 
point are in excess of those required in simple switching or team track delivery and 
are industrial or plant services which it is not the duty of respondent to perform; 
and that the performance by respondent without reasonably compensatory charges 
in addition to the line-haul rates of the described services within the plant area 
beyond the reasonably convenient point described, results in the American Smelting 
and Refining Co. receiving a aot rential service not accorded shippers generally 
and results in the refunding or remitting of a portion of the rates and charges 
collected. Ex Parte No. 104, American Smelting and Refining Co., Practices of 
Carriers Affecting Cyrang "Revenues or Expenses, Part II, Terminal Services, 
97th Py _ Sa oe as , Nov. 24, 1953, Div. 3. 

reight forwarder’s relation to the railroads cannot relieve the forwarder of 
its obligation to collect the legally-applicable rates on the commodity actually 
shipped, regardless of incomplete descriptions on the shipping documents. No. 31176, 
oth — Corp. v. National Carloading Corp.. ........ Be ih esseseg , Nov. 27, 
iv. 

The rjacipal, if not the only, justification for lower rates on truckload quantities 
than on less-than-truckloads is the lower cost per 100 pounds to the carrier of trans- 
porting full truckloads. Without that justification, truckload rates which are dis- 
criminatory or preferential rates, would have little to save them from condemnation 
as unjustly discriminatory or unduly preferential rates. Minimum weights are 
essential parts of the rates and both are involved in determining issues of reason- 
ableness. Division finds no justification in record for approval of rates subject to 
minima in excess of the legal carrying acity of the respondent’s vehicles. /. & S. 
155 Bi ae Liquors—Louisville oat Tell City, Ind., ........ mM. CC. , Dec. 2, 

Mere fact that a principal competitor at one point is a larger operator and 
thus handles more iron than a complainant at another point affords no adequate 
basis for a preference in rate treatment not warranted by the difference in the 
distances from the two points. No. 31090, Afram Bros. Co. v. + aioe St. Paut 
& Sault Ste. Marie R. Co., Rok aie , Dec. 2, 1953, Div. 2 


80. Unification 
82. Control or Affiliation 


The control or pepegnnent in a common interest of two or more carriers may 


exist by reason of the relationship between the persons, with complete reliance on, 
and satisfaction with, the decisions made by those associated. 

Where an investigation of common control is being conducted, little weight can 
be accorded to the fact that a carrier other than the one subject to investigation 
was at the time being favored as an interline connection by the other carrier under 
investigation. 

Under section 5 (6) of the Act affiliation exists if it is reasonable to believe that 
the carrier will be managed in the interest of another carrier. The control of a 
carrier by the person in question does not negative the coexistence of his affiliation 
with another carrier. Both may be present, and it does not necessarily imply affirma- 
tive domination of the person by the carrier with which he is affiliated. Past and 
present relationship between brothers controlling different carriers and the events 
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leading up to and following the transfer of stock of one carrier to one of the brothers 
have a direct bearing on the question whether the carrier acquired by one brother 
and the carrier controlled 4 the other brother are proen a or managed in a 
common interest. MC-F-4852, Marion Trucking Co., Inc.—Investigation f Control 
—E. E. Mills Trucking Co., TMC. coseoe m. A. &. Nov. 23, 1953, Div 

Denied where previous ‘interstate operations of vendor were parody "where no 
new need shown for rept and where vendor's president and majority stockholder 
would retain intrastate a ts within the same territory as at present. MC-F-5308, 
Robert B. Ryland and Thomas F. Harrigan—Control; Eclipse Motor Lines, Inc— 
Purchase—McMaster Bros. Transfer, Inc., | ott xt , Dec. 7, 1953, Div. 4. 

Family relationship between persons who own applicant "and separate carrier, 
coupled with the employment of owners of separate carrier by applicant in im- 
portant operational positions, gives applicant a measure of actual control over 
other carrier. 

Condition attached to previous approval modified. F. a 17734, Dauntless 
Towing Line Purchase, Biles: te , Dec. 18, 1953, Div. 

Where vendor's rights cover limited pa deena ~ Ia some of hich, such as canned 
goods, move in volume only during certain seasons, it is likely that the history of 
operations thereunder will disclose an uneven flow of traffic. The irregular-route 
special-commodity rights of vendor fall in this category and it has established that 
it has rendered a bona fide service under the canned goods portion of its authority 
on a scale commensurate with its financial resources, equipment, and the traffic 
tendered for transportation. MC-F-4819, Bill Watkins—Control; Watkins Motor 
Lines, Inc—Purchase—T he Peninsula Corp., not to be printed, Dec. 22, 1953, Div. 4. 


APPROVED 


MC-F-5491, M. Stewart and Donald M. Roberts—Control; System Tank 
ion” Fw ste loa pm Transportation Corp Pie Me Me scansdes , Dec. 18, 
iV 
MC-F-5403, The Greyhound Corporation—Control; Pacific Greyhound Lines— 
Purchase (Portion)—Oregon Motor Stages, M. C. C. ........, Dec. 22, 1953, Div. 4. 


APPROVED IN PART 


MC-F-5521, Harold ]. Utter—Control; Short Way Lines, Inc—Purchase—Hazard 
— Jenkins Line, Inc., not to be printed, Dec. 18, 1953, Div. 4. 


DENIED 


MC-F-5442, Charles G. Chilberg—Control; The L. Nelson & Sons Transportation 
Co.—Purchase—W bites Express & Transfer Co., Inc. (Bernard Verney, Trustee), 
Bs Mes Med sess , Dec. 22, 1953, Div. 4. 


83. Acquisition or Merger 


Approved, upon provision for cancellation of certain rights sought to be trans- 
ferred. MC-F-4518, Louis Kletter—Control; Eastern Freight Ways, Inc_—Purchase— 
Ray E. Cole and Florence B. Cole; Merger—State Freight Lines, Inc., and Genessee 
Freight Lines, Inc., ........ M. C. C. Nov. 27, 1953, Div. 4. 

he right to perform a single-line ‘through service results from ony physical 
unification of rights where a common point is served, and each case must be decided 
on the basis of the evidence adduced. Where the record affirmatively establishes 
that vendee and vendor were interlining such traffic at the junction point almost 
to the exclusion of all other carriers and that the proposed plan of operation would 
meet a transportation need and the public interest would best be served by the pro- 
posed unification, the application may be properly approved, especially when the 
competing carriers have failed to show that their operations or service would be 
prejudiced to any material degree. 

The possibility that individuals, if successful in acquiring the intrastate rights 
from vendor, in turn, might dispose of such operations to a , gee person at some 
future date is too remote and speculative to warrant denial of instant application on 
that ground alone. MC-F-5036, Kenneth E. Clyde—Control; Service, Inc——Purchase 
(Portion)—Yeary Transfer Co., Inc., ........ oy yhaellon , Nov. 27, 1953, Div. 4. 
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Commission has not applied any fixed formula to determine whether the price 
proposed to be paid for a going concern is reasonable. Some of the elements con- 
sidered in connection with purchase price issue, included resulting fixed charges, 
manner of payment, developmental costs and the earning record of the vendor, effect 
on carrier’s ability to continue affording a transportation service, value of the proper- 
ties in relationship to the applicants’ present operations, the method in which the 
properties would be utilized and the benefits to be derived therefrom by the carrier 
and the public. The parties should consider substantially the same elements in 
arriving at the purchase price. 

There is nothing in the statute to indicate that Commission may not properly 
approve payments of the reasonable commercial value of properties and operations, 
including intangibles. The provisions of Section 216 (h) prevent payments in excess 
of the value of the physical property acquired from causing any increase in rates. 
Those provisions do not prevent carriers from making such payments. To give such 
an effect to the provisions of Section 216 (h), contrary to the consistent policy of 
the Commission in motor-carrier unifications over a period of more than 17 years, 
in practical effect would put an end to motor carrier integration and, contrary to 
the national transportation policy, would neither promote economical and efficient 
service nor foster sound economic conditions in the industry. 

Where purchase agreement provides that as consideration for acquisition of 
accounts receivable on certain date, vendee would assume liabilities of vendor con- 
sisting of accounts : paves and other claims of various nature arising on and after 
the date, the consideration would be indefinite and it would be impossible at time 


of decision to determine what obligations vendee would eventually assume. MC-F- 
5412, William H. Graves—Control; Graves Truck Line, Inc—Purchase (Portion)— 
C. E. Whitworth, ........ | oe , Dec. 8, 1953, Div. 4. ; 
Modification of lease approved. F. D. 14501, Seaboard Air Line R. Co. Acquisi- 
tion, not to be printed, Dec. 7, 1953, Div. 4. 
Approved with condition that irregular route interstate household goods ig pd 


be canceled. MC-F-5440, R. B. Gotfredson and C. B. Gotfredson—Control, Trans- 
american Freight Lines, Inc.—Purchase (Portion)—The Atlas Transfer & Storage Co.. 
not to be printed, Dec. 11, 1953, Div. 4. 

Approved, subject to limitation on irregular-route rights. MC-F-5213, Romeo 
J. Lavigne—Purchase—Boston & Berlin Transportation Co., Inc., not to be printed, 
Dec. 18, 1953, Div. 4. 

Denied for failure to meet the standard of proof established in Pacific Inter- 
mountain Exp. Co—Control and Purchase, 57 M. > C. 341, and for excessive pur- 
chase price. Pe aot A. R. Dalby—Control; T. I. M. E. ‘Incorporated—Purc ase 
(Portion)—W. O. Harrington, M. C.C. ........, Dec. 15, 1953, Div. 4. 


APPROVED 


MC-F-5518, vay Transport ‘<7 ~ oie’ gaeelinns ansas City Automobile Auction 
Co., not to be printed, ov. 25, 1953, 

MC-F-5381, M. J. tags an a8 ng . ag og gs og of Oklaboma— 
Merger—Luper Lines, Inc., not to be printed, Nov. 30, 1953, 4. 
983 Dae ro Federal Barge Lines, Inc-—Purchase, etc., 5 C. Ras \nicinte SO Be 

, Div. 4. 

MC-F-4853, C. A. and O. W. Garrett—Control; Garrett Freightlines, Inc— 
Purchase—T he Moab Garage Company, XX eo , Dec. 7, 1953, Commission. 

MC-F-5558, Allied Van Lines, Inc —Purchase—Francis O. Lanouette and 
(Portion)—Riverside Warehouses, Inc., not to be printed, Dec. 7, 1953, Div. 4. 

MC-F-5339, Fred McMaken—Control; McMaken Transportation Co.—Purchase 
(Portion)—Wichita Forwarding Co., not to be printed, Dec. 17, 1953, Div. 4. 

MC-F-5364, Cecil Vernon—Control; Mid-States Freight Lines, Inc—Purchase— 
e' Dn, 4 Rose Virgil (William B. Bostian, Receiver), not to be printed, Dec. 18, 

iv 

MC-F- $466, H. Shoemaker—Control; Inter City Bus Line, Inc—Purchase 
—Howard A. Fat H. A. Shoemaker, Forrest  aaaead (Portion) and Jack Rabbit 
Lines, Inc., not to be printed, Dec. 18, 1953, Div. 

MC-F-5517, J. A. eke ld.) Billy, not to be printed, 
Dec. 18, 1953, Div. 4. 
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oh a Joseph G. Landini—Control; Western Transport Service—Purchase 
—Joseph V Ragusa, not to be printed, Dec. 18, 1953, Div. 4. 
MC-F-5555, W. E. Maile, Sr—Control; Royal Transit, Inc. “eg and 
Merger—Rockford Motor Service, Inc., not to be printed, Dec. 21, 1953, Div 
MC-F-5509, The Greybound Corp: —Control; New England Grey bound a 
ne —Purchase—International Coach Lines, Inc., not to be printed, Dec. 22, 1953, 
iv 


DENIED 


MC-F-5314, Jobn A. Garvey—Control; J]. A. Garvey Trans eo—y? Inc — 
Purchase (Portion)—Louis Garodnick, not to be printed, Dec. 7, 1953, D 
MC-F-5398, L. Willers—Control; Willers, Inc—Purchase ( Portion) Alfred J. 
Everson, not to be printed, Dec. 10, 1953, Div. 4. 


84. Lease or Operating Contract 


Modification of trackage agreement to increase charges authorized. F. D. peel 
Maine Central R. Co. Trackage Rights, not to be printed, Nov. 23, 1953, Div. 
Modification of lease agreement to permit increased rental, approved. F. D: 
ag Atlanta & Charlotte Air Line Ry. Co. Lease, not to be printed, Dec. 1, 1953, 
iv. 4. 





Recent Court Decisions 
By Warren H. Waaner, Editor 


Seatrain— interference with administrative control—conspiracy beyond jurisdiction 
of Commission 

Seatrain Lines, Inc. v. Pennsylvania Railroad Company, et al. (No. 
10,944) 


The Circuit Court of Appeals for the Third Circuit, on June 16, 
1953, decided the appeal of the Seatrain anti-trust conspiracy case where- 
in it alleged that certain railroads and the Association of American 
Railroads conspired to restrict interchange of cars with Seatrain. The 
Court held that some phases of the complaint were exclusively within 
the jurisdiction of the Commission, but remanded the case to the District 
Court for further proceedings. 

Quoting from the opinion: 


We hold that the entire effort to have the courts require modi- 
fication of car exchange agreements to include Seatrain or penalize 
the rail roads for maintaining the present car exchange arrange- 
ments which discriminate against Seatrain must fail. Despite the 
charge that the present situation is the result of a conspiracy 
against Seatrain the Commission-sanctioned agreement may not be 
altered by the courts or its present limitations dealt with as an 
actionable wrong. 

But there is more to the present complaint. Seatrain says that 
the defendants have conspired to cause individual railroads, which 
do not share through routes with it, to deny Seatrain permission to 
use and carry their freight cars. The Commission has plainly ruled 
that it has no control or authority over such withholdings. And 
we already have decided that this ruling is res judicata here. It 
follows that whatever relief, whether by injunction or the award 
of damages, may be appropriate under the antitrust laws in con- 
nection with this aspect of the alleged conspiracy can be granted 
without encroachment upon any area of Commission concern or 
violation of the prohibition of Section 16 of the Clayton Act against 
enjoining activity within the regulatory power of the Commission. 

Similarly, many of the allegations about activities designed to 
discourage shippers from shipping via Seatrain are complaints of 
conduct which can be restrained or made the subject of damages 
without any presently apparent likelihood of interference with any- 
thing that the Commission has done or may wish to do within its 
jurisdiction. However, there also are allegations that this con- 
spiracy to discourage shippers has involved refusal by those de- 
fendants which participate with Seatrain in through routing to 
perform various acts of cooperation incumbent upon them under 
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the Interstate Commerce Act. As Seatrain itself has recognized, 
the Commission can provide a remedy for this kind of misconduct 
and, therefore, even though the misconduct may flow from a con- 
spiracy in restraint of trade, the courts should leave redress to the 
Commission. Cf. United States Navigation Co. v. Cunard 8. 8. Co., 
1932, 284 U.S. 474. Accordingly, Seatrain stipulated in the district 
court ‘‘to eliminate from its complaint those prayers which relate 
to relief in respect of through routes, joint rates, divisions, bills of 
lading, switching, billing credit and ‘loss- and- damage claims,’ é 
The last part of this stipulation withdrawing, yet not wholly 
withdrawing, indicated portions of the complaint highlights a diffi- 
culty which we experience in considering the various matters in- 
volved in the complaint which do not infringe primary administra- 
tive jurisdiction. In statement and in embodiment in the structure 
of the pleading these matters of present judicial cognizance are 
not clearly separate and distinct from matters relating to the car 
exchange agreement with which the courts should not interfere. 
We think it will make for clarity and assured avoidance of en- 
croachment upon Commission jurisdiction for the allegations about 
conspiracy to influence the individual decisions of railroads on the 
interchange of their cars to be presented in a complaint that avoids 
any attack upon or attempt to modify the car service agreement 
itself. So too, the alleged interference with customers by means 
beyond Commission control should be divorced from charges of 
customer interference by means within Commission control. There- 
fore, we think this case should not proceed upon the admixture of 
appropriate and inappropriate allegations and prayers which con- 
stitutes the present complaint, but rather that the judgment of 
dismissal should be vacated with leave to the plaintiff within a 
reasonable time to be fixed by the district court to file an amended 
complaint which shall contain only such matter as is appropriate 
under the analysis and conclusions stated in this opinion, and that 
in case the plaintiff does not file such an amended complaint within 
the time limited judgment of dismissal should again be entered. 
We have not overlooked the more far reaching contention of 
the defendants that all else in the complaint is so subsidiary to 
Seatrain’s demand for full integration in the car service agreement 
that the present dismissal should stand without modification. In- 
deed, in its above cited stipulation for abandonment of certain 
allegations and prayers Seatrain has stated that its ‘‘ primary and 
immediate need is relief in the matter of access to the national 
freight car pool. It does not wish to have that issue confused or 
delayed by the interpolation of arguments arising from its prayer 
for relief as to far less important aspects of the means employed.’’ 
However, we think that neither this statement nor rather similar 
statements of counsel during the hearing on the motion to dismiss 
should preclude Seatrain, if it so desires, from seeking redress for 
what it has characterized as ‘‘far less important matters’’ in a 
situation where the court cannot afford what Seatrain regards as 
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its ‘‘primary and immediate need.’’ A division of jurisdiction 
between court and commission in the interest of orderly administra- 
tion does not minimize the seriousness of conspiracy in restraint of 
trade and should not deprive a litigant of the privilege of seeking 
judicial relief for even the ‘‘less important’’ aspects of such con- 
spiracy when the court can consider and act upon them without 
invading the administrative province. 

The judgment of the district court will be vacated and the 
cause will be remanded for further proceedings not inconsistent 
with this opinion. There shall be no award of costs in this court. 





Purchase of rights of other motor carriers—temporary approval of lease—notice of 
application for temporary lease 


Baltimore Transfer Co., et al. v. Interstate Commerce Commission, et al. 
(No. 6025) 


On June 30, 1953, a three-judge Court for the District of Maryland 
dismissed a suit to set aside certain orders of the Commission approving 
the purchase by Quinn Freight Lines of the operating rights of Thomas 
F. Neale (Agnes B. Neale, Administratrix), and Jessie B. Wadkins, 
doing business as Ace Truck Lines; and granting, pending consumma- 
tion of such purchase, temporary authority to the purchasing carrier to 
lease the operating rights of Neale. 

The objective sought to be achieved by Quinn, the vendee, is to 
extend operations from Baltimore to Washington and Richmond and 
various indicated points in Maryland and Virginia, for the purpose of 
providing a single-line, through service between points in Massachusetts 
and those in affected territory. 

Quoting from the opinion of the Court: 


The purpose sought to be achieved by Quinn, the vendee, is to 
extend operations from Baltimore to Washington and Richmond 
and various indicated points in Maryland and Virginia, for the 
purpose of providing a single-line, through service between points 
in Massachusetts and those in affected territory. .. . 

In the course of interchange, shipments are delayed by one 
day. Also, when at times they are misplaced, there is delay and 
difficulty in tracing them and damage to the freight increases with 
the frequency of handling. From five to eight days are consumed 
in completing deliveries of shipments originating in Boston, des- 
tined for Richmond. Under the proposed unified rights the lapsed 
time would be reduced to two or three days between these points, 
and first morning service would be afforded between Boston and 
Washington on truck loads, and first afternoon or second morning 
service would be afforded on less-than-truckloads because of the 
elimination of interchange, including the entire volume with Neale. 
Under the proposed unification, terminal facilities would be estab- 
lished in Washington, Richmond, and Callao, Virginia. Economy 
would result from the elimination of labor and re-billing, and the 





I. C. C. PRACTITIONERS’ JOURNAL 





reduction in claims occasioned by interchange. The vendee would 
take over the vendors’ employees... . 

We are thus presented with two major questions for decision : 
First, whether the Commission’s orders approving the proposed 
purchases by Quinn from Neale and Wadkins are supported by 
adequate findings and substantial evidence; and (2) whether the 
Commission exceeded its statutory authority in granting temporary 
approval of Quinn’s lease of the Neale operating rights because 
(a) notice was not first given to the plaintiffs and an opportunity 
afforded to oppose such approval; and (b) such approval, as it is 
claimed, was unsupported by the evidence. 

Turning to the first of these questions, it involves the appli- 
cation of the rule of administrative finality, which is that if the 
Commission’s order is based upon adequate findings which, in turn, 
are supported by substantial evidence, it cannot be disturbed by a 
court on review, even though the court might consider the Com- 
mission’s action wrong, and against the weight of the evidence. 
Interstate Commerce Commission v. Union Pacific R. Co., 222 U. 8S. 
541. The Supreme Court has held that this rule has direct appli- 
cation to action by the Commission on an application, as here, under 
Section 5 of the Interstate Commerce Act... . 

The Administrative Procedure Act (5 U. 8. C. A. Secs. 1001 
et seq.) has not altered the rule of administrative finality. Uni- 
versal Camera Corporation v. National Labor Relations Board, 
340 U. S. 474. 

Plaintiffs make the sweeping contention that the Commission’s 
order of April 25, 1952, is ‘‘inconclusive of the issues, arbitrary, 
capricious, discriminatory, premature, contrary to provisions of 
law and the evidence, and unsupported by the evidence.’’ But we 
find this contention to be wholly without merit. The Commission 
was required to make only two basic findings: (1) whether the 
proposed purchases by Quinn from Neale and Wadkins of their 
operating rights were within the scope of Section 5(2)(a) of the 
Act; and (2) whether these transactions would be consistent with 
the public interest... . 

Another contention made by plaintiffs is that approval of the 
proposed transactions will enable Quinn to divert business from 
the plaintiffs which they now enjoy which would injure them and 
therefore would not be in the public interest. As to this, suffice 
it to say that it is not inconsistent with the public interest if, 
in order to provide the public with improved service, such would 
affect adversely the revenue of a protesting character... . 

Other points stressed by the plaintiffs are that the Commis- 
sion failed to make any finding or conclusion with respect to the 
alleged dormancy of the Neale rights between Baltimore and Wash- 
ington, and also as to whether Quinn had been engaging in unlaw- 
ful operations between Baltimore and Washington, ie., through 
unauthorized control by him of the operations of Neale from March 
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1950 to August 1951, and which plaintiffs claim, since such was 
the fact, required the Commission to deny the application for the 
purchase by Quinn. However, the Commission did make findings 
and conclusions on both of these points... . 

We come then to the second and final major contention of the 
plaintiffs, namely, that the Commission exceeded its statutory 
authority in granting temporary approval of Quinn’s lease of the 
Neale operating rights, without first giving notice to the plaintiffs 
and an opportunity to object, and that in any event such approval 
was unsupported by the evidence. 

The order in question of August 16, 1951, was issued by the 
Commission pursuant to Section 210a(b) of the Interstate Com- 
merce Act, ... The order recited, as the reason for granting the 
approval that it appeared that failure to grant such temporary 
approval might result in destruction of or injury to the properties 
involved or interfere substantially with their future usefulness in 
the performance of adequate and continuous service to the public. 
These findings of fact have substantial support in the evidence 
before the Commission... . 

Lastly, the Commission was not required to give notice to 
the plaintiffs before granting the temporary approval. Under the 
Act, Section 210a(b), the Commission was authorized, ‘‘in its discre- 
tion and without hearings or other proceedings,’’ to act immediately 
on the application before it. The very purpose of this provision 
would be defeated if the Commission were required to postpone 
action upon such an application until the opposing parties could 
be notified and given an opportunity to submit their protests and 
offer contravening evidence. A, mere notice of the application 
would be of no value to them unless they were permitted to be 
heard. ... 

It is not true, as counsel for plaintiffs contend, that the Com- 
mission specifically undertook to give them notice of all future pro- 
ceedings and to afford them a right to participate therein. It is 
appropriate to point out that even though the plaintiffs did not 
receive notice of the filing of the temporary authority application 
until after the Commission had entered its order approving it, the 
plaintiffs, did, on August 31, 1951, file with the Commission their 
petition for reconsideration and vacation of the order. To that 
petition the applicants filed their reply on September 12, 1951, and 
the Commission, after giving due consideration to the representa- 
tions of both sides, entered its order of November 5, 1951, denying 
the plaintiffs’ petition. Thus it appears that the plaintiffs were 
afforded an opportunity to protest against the grant of temporary 
authority, that their protest was received and considered, and that 
the Commission nevertheless permitted its previous decision to 
stand. 





344 I. C. C. PRACTITIONERS’ JOURNAL 





Denial of authority in toto should not be made where existing motor carriers have 
authority to handle only some of the commodities 


Wilson Brothers v. United States, et al. (No. 924) 


On August 24, 1953, a three-judge Court for the Western District 
of Missouri, Southwestern Division, reversed the Commission, set aside 
its order, and remanded the proceeding to the Commission for further 
proceedings, holding that even though the record supported the Com- 
mission’s denial of authority to haul frozen eggs and dressed poultry, 
it did not support a denial of authority to handle unfrozen items. 

Quoting from the opinion of the Court: 


In light of the foregoing, we believe there was substantial evi- 
dence before the Commission from which it could find and conclude 
that the supporting shipper has available motor carrier service for 
the transportation of ‘‘ frozen eggs and frozen poultry”’ to all points 
to which service is desired so as to sustain the conclusion of the 
Commission that ‘‘the proposed operation (would not) be con- 
sistent with the public interest and the national transportation 
policy.”’ To that extent, the order must receive our approbation. 

But that is not to hold that a denial by the Commission of all 
the authority requested in petitioners’ application filed with the 
Commission can or should be sustained. Petitioner’s application 
sought authority to transport ‘‘dairy products as classified in Ap- 
pendix B to the report in Modification of Permits—Packing House 
Products, 46 M. C. C. 23.’’ The Commission found that ‘‘the 
supporting shipper presently is shipping cheese, fresh, frozen and 
dried eggs, and dressed poultry from its plants in Kansas.’’ Divi- 
sion No. 5, in its order makes a like finding and in addition thereto 
found that said shipper ‘‘also contemplates processing and shipping 
butter from and to the same points.’’ The record before the Com- 
mission reveals that the supporting shipper introduced substantial 
evidence of its reasonable need for motor transportation of all the 
above dairy products. The evidence is that frozen eggs and dressed 
poultry are shipped in vehicles kept at a temperature of 15° 
Fahrenheit or below, whereas butter, cheese, shell and dried eggs 
require a temperature above freezing; that the two groups of com- 
modities cannot be transported in the same vehicle. The Commis- 
sion’s order shows on its face that the whole Commission did not, 
as Division 5 did do, consider the ‘‘reasonable requirements’’ of 
the supporting shipper for motor carrier service as to all products 
processed and shipped by it. 

The Commission’s order is singularly confined to a finding of 
available transportation of ‘‘frozen eggs and frozen poultry.’’ 
Frozen Food Express is not shown by the instant record to have any 
operation authority to transport dairy products, particularly butter, 
cheese, shell and dried eggs, from points of origin of shipments in 
Kansas. Hence, it has no authority to connect with Refrigerated 
as to those points, even if Refrigerated might be authorized to 
transport them. There was substantial evidence before the Com- 
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mission that the supporting shipper was in economic need of motor 
carrier service for such shipments. The conclusion of the Commis- 
sion that the application of petitioners should be denied in toto 
because the supporting shipper has available rail and motor carrier 
service to meet its ‘‘reasonable requirements’’ is not sustainable 
by even a scintilla of evidence so far as ‘‘butter, cheese, fresh and 
dried eggs’’ are here to be considered. The supporting shipper’s 
needs must be considered in a contract motor ecarrier’s application 
to the extent of meeting its reasonable transportation requirements. 
The Commission so held in Upper Columbia River Towing Com- 
pany Purchase, 8 F. C. C., par. 31,968, among other factors, ‘‘in 
determining the question of consistency with the public interest.”’ 
Division No. 5, by its order, reveals that it gave consideration to 
such factors. We do not find that the whole Commission did so. 

Present rail service to the extent that it has been utilized by 
the supporting shipper was established as being adequate to trans- 
port such shipper’s products, but not meet all its reasonable re- 
quirements. Evidence before the Commission was that rail service 
provides 4 to 6 days’ transit time to destination points involved; 
that such service to the extent presently used was satisfactory to 
shipper only ‘‘because of lack of something better’’ (R. p. 121); 
that its economic need was for faster service because of fluctuating 
market price in transit of dairy products (R. p. 132). In their ex- 
ceptions to the Examiner’s report and their petition for recon- 
sideration of the Division No. 5 order, the protesting rail carriers 
are revealed as not relying upon any adequacy of showing of rail 
service to meet the reasonable requirements of the supporting ship- 
per. The contention then made by rail carriers and re-asserted by 
defendants here, is that the order of the Commission is sustained 
by substantial evidence by a showing that there is available motor 
carrier service to meet all the needs of such shipper. From what 
is above said, that does not appear as a fact in the record before us. 

In light of the foregoing and upon consideration of the record 
before us, we cannot say that the findings and order of the Com- 
mission are not supported by substantial evidence as to available 
transportation for shipments of ‘‘frozen poultry and frozen eggs.”’ 
However, such findings and order are not supported by substantial 
evidence as to other ‘‘dairy products as classified in Appendix B 
to the report in Modification of Permits—Packing House Products, 
46 M. C. C. 23,’ which is part of the authority requested and ap- 
plied for by petitioners. The Division 5 order found that the two 
groups of commodities processed by the supporting shipper, that is 
‘*frozen eggs and dressed poultry’’ contrasted with ‘‘butter, cheese 
and shell and dried eggs,’’ must be transported in separate vehicles 
because of different temperature requirements, and granted author- 
ity to petitioners in part, because of that transportation need of 
the supporting shipper and the limited transportation authority of 
Frozen Food Express. The whole Commission’s findings and order 
are silent with respect thereto. There is nothing in the record 
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before us which reveals that Frozen, or Frozen and Refrigerated 
as connecting carriers, have authority to or are able and willing 
to provide motor carrier service to the supporting shipper for all 
dairy products processed by it. 

The order of the Commission should be reversed and set aside 
and these proceedings remanded to the Commission for further 
proceedings consonant with the foregoing. 
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Meetings of Regional Chapters 


District No. 1 Chapter 


Robert J. Fletcher, President, Boston & Maine Railroad, 150 Cause- 
way Street, Boston, Massachusetts. 


Atlanta 


_ J. P. Blanton, Chairman, Traffic Manager, The American Short 
Line Railroad Association, 101 Marietta Street, Atlanta 3, Georgia. 


Baltimore Chapter 


Laurence A. Kraff, Chairman, Hinde & Dauch Paper Company, 
3400 East Biddle Street, Baltimore 13, Maryland. 

Meets fourth Thursday of each month, September through May, at 
8:00 P. M., Association of Commerce Building, 22 Light St. Out of 
town members are cordially invited. 


Chicago Chapter 


Eugene Landis, Chairman, G. T. M., International Minerals & Chemi- 
eal Corporation, 20 North Wacker Drive, Chicago, Illinois. 

Meets: 12:15 P. M. Second Friday of each month at the Traffic Club 
Rooms of the Palmer House, Chicago. Out of town members are cor- 
dially invited to attend the luncheon and meeting. 


Denver Chapter 


Floyd F. Beyers, Chairman, A. T. M., Public Service Company, 
15th & Champa Streets, Denver 1, Colorado. 

Meets: Third Tuesday of each month at 12:15 P. M., Albany Hotel. 
Out-of-town members are cordially invited to attend the luncheon and 
meeting. 


District of Columbia Chapter 


John Donelan, Chairman, Pope, Ballard & Loos, Munsey Building, 
Washington 4, D. C. 

Meets bi-monthly, second Tuesday. 

Out-of-town members are invited to attend the luncheons of the 
D. C. Chapter when in Washington. However, notice of such intention 
must be transmitted to the Executive Secretary by 10:30 of the day of 
the luncheon so that reservation can be made. 


N. B.: Members within each of the several districts may at their own expense 
with the approval of the vice-president of the district, organize and maintain district 
and local = ters which may send delegates to annual or other meetings of the 
Association. Bich chapters must conform to the constitution and by-laws of the 
Association, provided,  sercaheny that membership in the Association of Interstate 
Commerce Commission Practitioners shall be deemed a condition precedent to 
membership in any chapter. (Constitution—section 5, Article IV). | 

(Sample charter, i.e., that of the District of Columbia Chapter, will be found on 
pages i of December, 1939, Journal). (Dues have been raised to $2.00 per 
member). 
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Florida 


T. C. Maurer, Chairman, 227 West Forsyth Street, Jacksonville, 
Florida. 


Michigan Chapter 
James McEvoy, Jr., Chairman, 2017 Penobscot Building, Detroit 
26, Michigan. 


Dinner meetings held bi-monthly, at Hotel Detroit Deland, Detroit, 
Michigan. 


Kansas City, Missouri, Chapter 


H. V. Eskelin, Chairman, 607 Commerce Building, Kansas City, 
Missouri. 

Meets: 6:00 P. M., on the first Wednesday of each month in the 
Board Room of the Kansas City Chamber of Commerce, 11th & Baltimore 
Streets, Kansas City, Missouri. 

Out-of-town members are cordially invited to attend these meetings. 


St. Louis, Missouri, Chapter 


Stewart O. Morrison, Chairman, Monsanto Chemical Company, 1700 
South Second Street, St. Louis, Missouri. 

Meets: Third Friday of each month at 12:15 P. M. except July and 
August at the Mark Twain Hotel. Out of town members are cordially 
invited to attend the luncheon meeting. 


Metropolitan New York Chapter 


, van W. Heckman, Chairman, 880 Bergen Avenue, Jersey City 
, a. 

Meets: Monthly at Traffic Club of New York, Hotel Biltmore, third 
Tuesday of each month 7:30 P. M., except June, July and August. 


Ninth District Chapter 


Wesley C. Newman, President, Traffic Manager, Archer-Daniels- 
Midland Company, 600 Roanoke Building, Minneapolis 2, Minnesota. 

Meets: 6:00 P. M. second Tuesday of each month, Y. M. C. A,, 
Minneapolis, Minn. 


Northeastern Ohio 
G. H. Dilla, President, 3030 Euclid Avenue, Cleveland, Ohio. 
Philadelphia Chapter 


W. Lennig Travis, Chairman, Ass’t Mgr., Traffic Division, Atlantic 
Refining Company, 260 South Broad Street, Philadelphia 1, Pa. 

Meets: Third Thursday of each month (except June, July and 
August) at 7:30 P. M., in the Philadelphia Traffic Club, Hotel Ben 
Franklin, Philadelphia, Pennsylvania. 
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Pittsburgh Chapter 


Paul J. Schweibinz, Chairman, Gen’] Coal Frt. Agt., Pittsburgh & 
Lake Erie Railroad, 228 P. & L. E. Terminal Building, Pittsburgh 19, 
Pennsylvania. 


Meets: at call of Chairman. 
North Texas 


C. S. Edmonds, Chairman, Fort Worth Club Building, Ft. Worth, 
Texas. 


Meets: At time and place fixed by Chapter’s Executive Committee. 
Puget Sound 


Olav Ekrom, Chairman, 557 Roy Street, Seattle, Washington. 

Meets: Third Tuesday of each month—Dinner Meeting 6:00 P. M., 
Stewart Hotel. Out-of-town members are cordially invited to attend 
the dinner and meeting. 


San Francisco Chapter 


L. E. Binsacea, Chairman, T. M., M. J. B. Company, 665-3rd Street, 
San Francisco, California. 


A cordial invitation is extended to members of other Chapters and 
of the National Association to attend meetings. 


Southern California Chapter 


Preston W. Davis, Chairman, 1140 South Flower St., Los Angeles, 
California. 

Meets: Fourth Wednesday of each month at 12:00 P. M., 9th Floor, 
Occidental Building, 1151 South Broadway, Los Angeles, California. 
Out-of-town members are cordially invited to attend. 


Richmond, Virginia Chapter 


L. E. Galaspie, President, G. T. M., Reynolds Metals Company, 
Richmond 19, Virginia. 











INTERSTATE COMMERCE COMMISSION 
PRACTITIONERS 


1—Maine, New Hampshire, Vermont, Massachusetts 
and Rhode Island: 


2--Connecticut. New York and New Jersey. 


3——-Pennsylvania (Hastern half), Maryland, Delaware 
and District of Columbia. 


4—Pennsylvania (Western half), Ohio and West 
Virginia. 


§—Virginia. North Carolina and South Carolina. 
6—Georgia. Alabama and Florida. 

7—Kentucky, Tennessee and Mississippi. 
8—Michigan, Indiana and Dlinois. 


District 9—Wisconsin, Minnesota, North Dakota and South 
Dakota. 


District 10—Iowa, Missouri, Nebraska and Kansas. 


1) District 11—Arkansas, Oklehoma and Louisiana. 


ll | District 12—Texas, 


I District 13—Wyoming, Colorado and New Mexico. 
| District 14—Montana, Idaho and Utah. 
iz District 15—Washington and Oregon. 

District 16—California, Nevada and Arizona 





